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To the Ranks of America 


B. 'T. Moran, Inc., announces the expansion of their organi- 
zation into two main and highly specialized divisions, offering 
a complete range of services designed to meet all requirements 
of the banking business. 


New Business Building Division 


The New Business Building Division will handle: 


General Advertising and Advertising Counsel. 


New Business Plans—Commercial, Trust, Savings, Safe Deposit, and 
Bond Departments. 


Moran Customers Plan for Savings Development. 

Personalized Trust Service. 

Personalized Direct Mail Service. 

Account Analysis in relation to New Business Development. 
Central Sales File Systems. 

Central File and FactFinder Equipment. 

Creation of New Business Departments and Personnel Training. 


Bank Accounting Division 
The Bank Accounting Division will handle: 


Moran Accrual Accounting System with Daily Audit Control. 
Periodic Bank Audits. 

Surveys of Bank Systems and Departmental Operations. 
Trust Accounting and Simplified Systems of Operation. 
Departmental and Comparative Costs. 

Account Analysis in relation to Service Charges. 

Simplified Transit Operations. 


NOTE: The services of B. T. Moran, Inc. are available to Banks and Trust 
Companies either wholly or in part. Moran service may be contracted for upon 
an annual fee or retainer basis that includes supervision, service and consulta- 
tion covering the several activities in both the New Business and Bank Accounting 
Divisions, or one or more specific services will be rendered at an agreed price. 
In instances where the bank is already counselled by a general advertising 
agency, it will be possible to purchase such services as it may require to comple- 
ment the facilities of the agency in charge—or to complement the activities 
of an established New Business Department within the bank. 


B. T. MORAN 


INC. 


1 Comprehensive Service for Banks 


WRIGLEY BUILDING « CHICAGO 


BRING FULL PARTICULARS REGARDING ANY BRANCH OF OUR SERVICI 
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The Ca Ca CheBurroughs 
The vice-president of a trust com- 
pany in St. Louis directs attention to e 
an error in an article in the November arin OUSC 
issue of The Burroughs Clearing House 
entitled ““A Missouri Investment” (by 
M. L. Hayward): It would appear a JANUARY 1931 
that a Missouri trust company had oar oe ae VOL. 15 No. 4 
invested trust funds in bonds issued by 
a Mexican state, and had defended 
such investment as having been au- CONTENTS tas 
thorized by the trust instrument, but These Formulas for the Salvation of Business 
that the Missouri court had denied the y Joseph Stagg Lawrence - - - 7 
trust company’s contention. The fact When comes the talismanic cure-all, probably it will have dipped into 
is that in the case in question and the many jars for the therapeutic ingredients 
decision quoted, the trustee was not a Your Facts—and Morris Plan’s By Joseph E. Birnie - - - - 10 
trust company, but an individual.” Comparing small loan cost figures for the consideration of commercial 
Wherefore the author writes: banks new in this activity 
The Paradox of the Bond Levels By John Moody - - - - - 122 
Sirs: This depression and last—and the lesson for our banks is, as usual, t 
I have “sy See 3 your cor- high-grade vs. low-grade issues 
respondence with the St. Louis trust " ; 
company re the brief write-up of the Its 7 pin cing * a erage enc By Fred Fae a ae if 
Missouri case of Cornet vs. Cornet which i ; woe or nd ounded on a Charitable trust with service unique an 
appeared in the November issue of The we 
Burroughs Clearing House, in which the Forward—The Old Age Pension By John Walker Harrington - - 16 
St. Louis banker points out that a Missouri Reviewing its adoption in twelve states in relation to the question of 
trust company, by the Missouri statutes, the efficacy of thrift education 
ese glen 9p ous sed «pg Story of the Trust Companies By John F. Bell ~~ - - = 19 
I might say that these brief sketches of br Se or of — — American institution which too 
decisions cannot give more than the general ee a * 
principle involved, and the decision in the The Facts in Bank Management Part III. By John J.Driscoll,Jr. - 21 
Cornet case is one that would apply quite The analysis of the average account in two banks of different earning 
generally in the United States, sgt age power 
any local statute. The mere fact that a B ’ . 
: . . anker’s Hours By James H.Simpson - - - - - - - - 2 
trust company was referred to in the article . . 
and that Missouri has a special statute The pros, but mostly cons, of the open-door yeany 
referring to the powers of trust companies, The Corporate Trust at Work By W. J. Irving - - - - - - 26 
alters the case in that respect. It does not, The department that nobody knows has its human interest side 
ee, ere oe Set eS eee In Agriculture, It Is Vision By James Sped- - - - - - - 28 
rustee 1s boun y . eee . What an Arkansas banker saw and accomplished for his community 
Cornet case and the trust company as well, 
in a state where there is no local statute to Pensions for Bankers in Canada By C. P. C. Downman = = « 
the contrary. In other words, these short 
articles, which can only express a general 
rule very briefly, must be read in con- ey ny | cies 
junction with and checked up by the local EDITORIAL AND BUSINESS OFFICES—Second Blvd. and Burroughs Ave., Detroit, Mich. 
state statutes. 1. 0 ‘ F. E. QUISH 
Nl. ° AYWARD entral States Representative 
Hartland. New Brunswick Second Blvd. pe Suede ane. omsks, Mich. 
i N. V. FARRELL STUART H. HAMILTON 
a Eastern Representative Mid-Western Representative 
i r ' One Park Ave. Bldg., 1 Park Ave., New York City Adams-Franklin Bldg., Chicago, II. 
Give Em Credit ! Copyright, 1930, by Burroughs Adding Machine Company 
i - ccwae-oaee 
Credit NOV 8- 1930 97, BH 
— WON Seca . Y 
| Ever the Twain Shall Meet Passport! 
ee cue ee Sirs: Sirs: 


| 
| 
| 
notes to read “* days after date I | 
promise to renew, etc.,” instead of “I | 


promise to pay. 


We have changed ours to read 


days | 


after 
DEATH-—-and use buckskin for notes | 

















The clipping pasted in the center of 
the Credit Memo is from Hy. W. 
Sanders’ “From a Busy Desk’’ for 
November and the typewritten com- 
ment below it from an anonymous 
banker in the Northwest —received by 
delayed pass from Ruth S. Hillman, 
cashier of the Farmers and Merchants 
State Bank, of Roselle, Illinois. 


I was very much interested in the second 
paragraph of page 55 of your October issue 
(in “Canadian Notes and Comment”), as I 
am the manager of the branch in question, 
Main and Hastings Street Branch, Van- 
couver, B. C. 

We employ two Japanese and one Italian 
clerk in addition to our regular staff of 
twenty-three. 

The Bank of Montreal also has a Pender 
and Columbia Streets Branch exclusively 
for their Chinese customers, four Chinese 
clerks being employed in addition to the 
European staff. 

E. H. GrusBe, Manager 
Bank of Montreal, 
Vancouver, B. C. 


“Our Innocent Abroad” by Fred Cope- 
land appearing in the September issue of 
The Burroughs Clearing House takes the 
concrete water-wings. Have him go around 
the world and then come home and tell us 
about it. Hope he hasn’t put in an oil- 
burner because we want his ash pile to give 
him the travel fever. 

Would like to get the copies of The 
Burroughs Clearing House which contained 
“Director Clutchbill” and other humorous 
stories by Mr. Fred Copeland. 

Cost will be paid immediately upon 
receipt of advice. 


FreD M. MAERSCH 
Merchants State Bank, 
Sheboygan, Wisconsin 
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Many Factors Should Govern 
the Selection of Bonds for Your Bank 


Safety ... marketability... income ...the sponsorship of a 
good house . . . and what besides? 


Right here is where ordinary bond buying leaves off, and 
where a policy of sound investment begins. Many bonds conform 
to the requirements given above; but among these many, there 
will very likely be only a few which afford just the additional 
features required by a given bank at a given time. 


Maximum investment value can obviously not be arrived at 
through rule-of-thumb methods. It can be determined only 
after a careful and detailed study of the bank, its present situa- 
tion, the conditions under which it operates, and the investments 
it already holds. 


Thoroughgoing analytical studies of this kind, leading to 
sound investment policies and programs, are a part of the ser- 
vice which Halsey, Stuart & Co. provides for its bank clients 
without cost. Further suggestions in regard to bank invest- 
ment and its problems will be found in our folder. Sound Invest- 
ment Practice for the Commercial Bank. A copy will gladly be sent 
to any bank requesting it. 


HALSEY, STUART & CO. 


CHICAGO, 201 South La Salle Street 


INCORPORATED 


AND OTHER PRINCIPAL CITIES 


NEW YORK, 35 Wall Street 





THE PROGRAM 
THAT DOES MORE 
THAN 
ENTERTAIN 


Every Wednesday evening 
thousands increase their 


Halsey, Stuart & Co. pro- 
gram. Broadcast over a 
Coast to Coast chain of 
37 stations associated with 
National Broadcasting Co. 


knowledge of sound invest- 
ment by listening to the 
Old Counsellor on the 








9 P. M. Eastern Standard Time 
8 P. M. Central Standard Time 
7 P. M. Mountain Standard Time 
6 P. M. Pacific Standard Time 
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hese Formulas for the 


—Salvation of BUSINESS 


When Comes the Talismanic Cure-All for De- 
pression, Probably It Will Have Dipped Into 
Many Jars for the Therapeutic Ingredients 


HEN the business patient is 
ailing, a legion of diagnos- 


cBy Joseph Stagg Lawrence 


1,600,000 during the last decade, 
have proposed a reduction in the 


ticians hover at his bedside Author of “Bank Concentration in the United States” working day from eight to six hours. 


and direct the feeble object to the 
path of recovery. Unfortunately 
the doctors do not agree. A number of the proposed 
remedies are mutually contradictory. Although some 
come from dispassionate and expert sources, many are 
inspired and bear a strained identification of particular 
interests with the general weal. 

Of the latter, two have received considerable press 
attention. The railroad unions, apparently impressed by 
the host of the idle, and knowing that the total of railroad 
workers has been reduced from 2,000,000 to approximately 


(Photographs by Ewing Galloway) 


This, it was urged, would provide 
employment for more workers and 
thus contribute to the solution of the distress from which 
the land is suffering. However, one qualifying condition 
was imposed and another rejected, both of which cast a 
faint glare upon the motives of the unions. The motion 
was made that a maximum mileage limitation be accepted 
by the workers so that the six hour day, if and when 
granted, would be a shorter day in fact and not merely a 
new basis for the calculation of overtime. This motion was 
rejected. The unions also insisted that the proposal should 

















At the head of Wall Street — Trinity Churchyard 
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not involve a reduction in wages. 
This would have required a 33 1/3 
per cent increase in the hourly rates 
of pay. In view of the fact that the 
net operating income of the rail- 
roads showed a decline of 27 per 
cent as compared to October, 1929, 
this proposal has been embraced 
with enthusiasm only by the rail 
workers. 

Another suggestion not unsim- 
ilar in origin is made by the Ameri- 
can legal advisor to the Chinese 
Government. This involves the 
lending of a billion ounces of silver 
to China for fifty years at’2 per 
cent, the loan to be made by Uncle 
Sam out of the Federal Treasury. 
This would enable the Chinese to 
buy American wheat and would 
thus pacify China, not to mention 
the American farmer. The silver 
producers of Nevada think very 
highly of this proposal. They have 
not yet forgotten the Pittman Act 
which compelled the government to 
replace all the silver sold to Great 
Britain during the war, for use in 
India, with purchases of the out- 
put of American mines at a dollar 
an ounce. Incidentally, Senators 





Pittman and Odie are manifesting 
unusual solicitude for the fate of 
the Chinese. 

It is altogether probable that the 
advocates of such proposals are 
sincere in their conviction that their 
own welfare and that of the community 
are identical and that the promotion of 
the one will advance the other. 

However, there are other remedies, 
far more disinterested in their sources 
and bearing greater claim to attention. 
Their order of present importance is as 
follows: 

1. Stimulated consumption. 

2. Controlled production. 

3. Increased public works. 

4. Centralized control of the world’s 
gold supply. 

5. Open market purchases by the 
Federal Reserve banks. 

6. Elimination of the spread be- 
tween retail and wholesale prices. 

Of these, the most important and 
widely considered is the maintenance 
of the American standard of living. 
Our industries have attained their 
heights because of mass production 
based upon popular consumption. Pres- 
ident Hoover paid service to this con- 
viction at the recent convention of the 
American Bankers Association. Ample 
wages and a high standard of living 
have become in popular economic 
literature the keystone in the arch of 
prosperity. It accounts for the un- 
precedented alliance between labor and 
powerful captains of industry for the 
maintenance of wages. Whereas Ger- 
many, Italy and England are seeking 
some outlet from the stagnant state of 
business via the wage reduction route, 











Imports rushed to beat the American tariff —unloading 
the Italian liner ‘‘Augustus”’ at the piers of New York 


such adjustments in this country must 
be made covertly and with apologies. 
In fact the theory of progressive con- 
sumption has been urged with great 
ability and vigor as the final solution 
of these recurring periods of dullness. 
The latter are due to a lack of equi- 
librium in the distribution and disposi- 
tion of income. Too much of our 
income goes to people who can spend 
but a small part of it and not enough to 
people who have vast margins of un- 
satisfied wants. The income not con- 
sumed is saved and invested in capital 
goods. These are employed to increase 
productive plants and equipment and 
to swell the flow of goods into the 
market places of the land. A point is 
reached where the stream, due to 
inadequate consumption, backs up and 
we have a typical crisis followed by a 
protracted period of recovery. The 
remedy, of course, is to increase the 
pay of the worker, to spend more and 
save less. 


TEVER have we had such an attrac- 
tive prescription. We are accus- 
tomed to measure the virtue of a 
medicine by its bitterness. Here is a 
therapeutic compound which is nectar 
and honey. But the remedy, sad to 
relate, has definite limitations even as 
the diagnosis on which it is based is 
faulty in vital parts. 
The theory of rapid consumption in 
relation to production, finds its most 
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perfect expression in a savage com- 
munity where every family lives 
very literally from hand to mouth 
and the accumulation of “‘capital”’ 
is negligible. Embarrassing sur- 
pluses are unknown. There are no 
“business depressions.” Such com- 
munities should enjoy a high state 
of continuous prosperity. 
Throughout the new era pre- 
ceding the collapse of the stock 
market in the fall of 1929, millions 
of people were so thoroughly con- 
vinced of the permanence of pros- 
perity and so deceived by the ease 
of speculative profits that they not 
only failed to save, but actually 
mortgaged their future in the con- 
fidence that income would continue 
to multiply. The year 1929 was 
bad for that conservative form of 
thrift which finds expression in 
savings accounts and new insurance. 
In fact it is the improvidence of 
prosperity days which is today 
pinching many Americans and re- 
ducing their capacity to consume 
the products of American industry. 
This particular group of Americans 
is now suffering from over-con- 





sumption of an earlier day. Shall 
the counsel of salvation urge the 
revival of consumer extravagance? 

It is always possible to bring 
certain hard facts to bear upon 
theories such as the above. We may 
first ask if there has been any material 
reduction in the consumption of the 
essentials of decent living? The Federal 
Reserve Board gets monthly returns 
from more than 600 department stores 
in 261 cities throughout the United 
States. The sales are expressed on a 
dollar basis and show that October, 
1930, is approximately 8 per cent 
behind the same month of the previous 
year. However, the yardstick used, 
i.e., the dollar, is not the same as it was 
a year ago. In the wholesale field it 
will buy 18.7 per cent more than it did 
a year ago. When spent for retail 
food, its purchasing power is 10.3 per 
cent greater. After correction is made 
for the altered value of the dollar, it is 
found that the department stores of 
America are selling a physical volume 
of goods from 2 to 7 per cent greater 
than a year ago. 

Between forty and fifty of the great 
chain establishments which dominate 
merchandising today, publish monthly 
statements of sales. Their verdict in 
the aggregate fully sustains that of the 
department stores. In the essentials 
of food, clothing and shelter, it does 
not appear that the average American 
is denying himself, although individual! 
acute cases of distress are more 
frequent. That American living stand- 
ards do not suffer in their fundamentals 
during periods of depressions is borne 
out by other studies. 

However, there is a decline in the 
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consumption of that large category of 
goods and materials commonly called 
production goods. In the period 1920- 
1922 there was a marked decline in the 
sale of lumber, cement, gypsum, sand 
and gravel, stone, brick, all forms of 
steel, the non-ferrous metals and fuel. 
Precisely the same thing is taking 
place today. The decline in construc- 
tion, in automobile output, the post- 
ponement of purchase of necessary 
equipment all have their effect upon 
the consumption of these primary 
materials. Any number of vicious 
cycles may. be developed. We must 
conclude then that the under-consump- 
tion theory discovers its validity not in 
any impairment 
of the current 


one step further and discover the effect 
of this over-production upon present 
stocks in the six fields selected. 


Stocks of Goods and 
Changes August 1929- 1929 
August 1930 
Cotton world 


Per Cent 
1930 Change 


visible stocks...... (1000 bales) 3,458 5,190 +50.4 
ugar, raw 

eas (1000 tons) 739 1279 +73.3 

Rubber, crude...... (1000 tons) 255 395 +54.9 

Copper, refined 

N. & S. Am......... (1000 tons) 104 347 +337.0 

Crude Petroleum (mil. blls) 387 382 —1.3 - 

a Sn ere ee, Rae 


Pig iron is not permitted to accumu- 
late, so that we have no overstocked 
condition in plants and the same is true 
of crude petroleum. In fields where 
production cannot be readily adapted 
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tives cutting trees to make way for 
rice. Ata price of 8 cents a pound in 
New York, it is difficult to see how the 
estate manager in Sumatra, Malaya or 
Cochin-China can get more than half 
that much for his product as it leaves 
his hands. 


COPPER is in strong hands and with 
the co-operation of the Belgian pro- 
ducers and the Canadian interests, it 
is possible that the powerful American 
faction which has hitherto dominated 
the field, may be able to impose and 
maintain corrective reductions in out- 
put. The Revolution in Brazil may 
have inaugurated a saner policy of 
marketing coffee 





standard ofliving, 
but rather in a 
pause in the accu- 
mulation of capi- 
tal goods. Will 
the “Buy Now” 
slogan spur this 
type of “con- 
sumption?” 
There has al- 
ways been a 
tendency in the 
past to regard 
over - production 
purely in relation 
to consumption 
and consider the 
two as opposite 
reliefs of the same 
problem. How- 
ever,it is possible 
for both con- 
sumption and 
production to de- 
part from a 
reasonable norm, 





than has hitherto 








prevailed. Excess 
production of pe- 
troleum finds its 
reflection in the 
products into 
which it is dis- 
tilled. Gasoline 
stocks are 23 per 
cent greater than 
a year ago. Here 
the state seems 
indisposed_ to 
grant the  pro- 
ducers that right 
of co-operation 
which they are 
bestowing on the 
farmer at the ex- 
pense of the tax- 
payer. On the 
whole, these vari- 
ous restraints 
upon production, 
in effect or in 
prospect, seem 











like constructive 





in addition to 
moving away 
from each other. If the per capita con- 
sumption of cement is 550 pounds and 
has been increasing during the past 
decade at the rate of 6 per cent 
annually, then “normal” consumption 
and production for the following year 
would be 583 pounds. If production 
actually increases to 625 pounds and 
consumption drops to 500, then there 
has been over-production and under- 
consumption absolutely and relatively. 
For many of our primary materials this 
is the situation today. The degree of 
over-production is well illustrated by 
the figures of Thomas W. Lamont in 
his address before the Academy of 
Political Science. 


Rate of 
Increase in 


Average 
Annual Rate 
of Increase Production 

in Production 1929 over 

1923-1928 1928 

0.8% 8.2% 
ae 5.8% 6.2% 
Rubber. oe 6.5% 20.1% 
‘opper.... NBL 5.6% 8.9% 
Crude Petroleum... 5.1% 10.5% 
Pig Iron....... 4.9% 11.6% 


Cot ton.. 
Sugar 


Let us push Mr. Lamont’s analysis 


The Bank of France guards its unprecedented millions in gold accumulations 


to changes in consumption and the rate 
of output was geared to the sanguine 
expectations of 1929, we have for- 
midable surpluses. In these instances 
controlled production can only mean 
restrained production... The Chad- 
bourne Committee is hard at work 
trying to effect an understanding with 
the Java producers for reduction of 
output and the gradual disposition of 
present sugar stocks. The outlook for 
cotton is not so good, although the 
failure of the Farm Board to maintain 
a “‘compensatory” price will have a 
salutary effect on acreage for the 
coming year. The Board has already 
sustained a paper loss of $40,000,000 
on its cotton holdings and at the 
present price of approximately $50 a 
bale for cotton, the producer at the 
farm gets considerably less than 10 
cents a pound. The price of rubber, at 
the lowest point in history last fall, has 
hastened corrective changes in the far 
East. Reports are coming in of rubber 
estate operations suspended and na- 


approaches to a 
solution of the 
economic impasse in which the world 
finds itself. 

A scheme which has received careful 
attention from the public, as well as 
from competent students, is the syn- 
chronization of public works. Accord- 
ing to the diagnosis of under-consump- 
tion which has been made here, this 
would seem like the precise remedy for 
our difficulties. After the war, con- 
struction touched unprecedented 
heights in 1924 and remained on a 
dizzy plateau until the end of 1927. 
Since that time the yearly totals have 
been slipping away, a process which 
would probably have been seriously 
accentuated had it not been for the 
deliberate stimulus of public works and 
the anticipation of programs which it 
was not intended to realize until some 
time in the future. As a matter of 
record, the returns of the F. W. Dodge 
Corporation covering — thirty-seven 
states, show a very creditable total for 
the first six months of the year, due in 
no small measure to the emergency 


(Continued on page 32) 
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The proposed new home of the Morris Plan Bank of Virginia 


our Facts—and Morris Plan’s 


Comparing Small Loan Cost Figures 
For the Consideration of Commer- 
cial Banks New in This Activity 


RECENT report indicates that 
nearly 150 commercial banks in 
this country have installed per- 

sonal loan departments, and a great 
deal has been written about the progress 
of such departments. Since the re- 
search department of the Federal 
Reserve Board reported that as of 
June, 1929, there were 25,330 national, 
state, savings and private banks and 
loan and trust companies in the United 
States, it would seem timely to com- 
ment on some of the facts related to 
small loans before the remaining 
25,189 banks are influenced likewise to 
adopt this additional helpful and 
potentially profitable activity. 

Personal loans on an organized basis 
had their beginning in the Scotch 
“Cash Credit’ system which dates 
back to 1727. More than a century 
later Raiffeisen and Schulze founded 
their people’s banks in Germany, and 
in 1866 Luzatti introduced his system 
in Italy. In 1910 Arthur J. Morris 
adapted the European methods to 
American conditions and by a crusade 
of almost Herculean effort lasting some 
ten years, was able to project his vision 
clear across the United States from 
coast to coast and from the lakes to 
the gulf. 

Beginning in 1916 other systems of 
industrial banking sprang up, and by 
1925 commercial banks had begun 


By Joseph E. Birnie 


Assistant Cashier, Morris Plan Bank 
of Virginia, Richmond 


installing personal loan departments. 
But the impetus to this movement, as 
everyone knows, was given by the 
National City Bank of New York in 
May, 1928, when that great institution 
undertook to ““democratize credit.” 

It is understood that this latter bank 
will handle a volume of some $30,000,000 
in personal loans in 1930. It is easy to 
realize that this bank has developed 
some very real problems and some very 
definite facts in this large sum of 
multiple transactions. Yet most of the 
literature on personal loans and most 
of the encouragement to enter this 
activity emanates from banks doing a 
volume of less than a million dollars in 
small loans annually, and the state- 
ment is made that a volume of $200,000 
a year is a profitable venture to be 
handled by one manager and an assist- 
ant. On an average of $250 per loan, 
an annual loan volume of $200,000 
produces 800 loans or, in 300 banking 
days to a year, 2.6 loans per day. Itis 
quite reasonable that a manager and 
an assistant can handle 2.6 loans and 
a volume of $650 per day. 

But surely the question arises as to 
how much profit a bank can make by 


employing a “good manager’ and an 
assistant; allow them space in the bank, 
the use of the bank’s funds, super- 
visory overhead, a part of the adver- 
tising budget, time of the tellers to 
handle the required deposits, the de- 
preciation of furniture and fixtures 
and, besides, set up one-half of one 
per cent reserve for losses (as is sug- 
gested) and make a profit. The 
obvious answer (also, as is suggested) 
is to charge the customer 8 per cent 
discount and constantly to increase the 
volume to larger proportions. 

Now we in the Morris Plan banking 
group have our careful records accumu- 
lated since 1910 and if there is any 
benefit in them that may be derived by 
our commercial bank friends, we are 
anxious to present them for what they 
are worth. 


FIRST of all, let us state the paradox 

that seems most unique in Morris Plan 
experience. The percentage of cost of 
doing business on a volume of $200,000 
in personal loans rises as the volume 
increases up to $10,000,000. In Morris 
Plan banks the lowest overhead per $1 
loaned exists, on the average, in the 
smaller institutions. The largest banks 
do not have the lowest operating costs. 

These operating costs, which do not 
include the cost of money, reserves and 
taxes, run from 3 per cent up to 3%4 
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per cent in the larger banks. A recent 
writer reporting commercial bank per- 
sonal loan department overhead puts 
the figures at 24% to 3 percent. More 
specifically, the actual cost of lending 
money in the smaller industrial banks 
—those lending annually less than 
$500,000 —is 6% cents per dollar 
loaned, or $12.60 per loan made; and 
in the larger banks, as the amount 
annually loaned increases to $10 million 
and more, the cost per dollar loaned 
increases to 7 1/3 cents and the cost 
per loan made to $19.88. 


ERE is the point that conscientious 

officers of banks should clear in 
their investigation of personal loan 
operations. Have the nearly 150 com- 
mercial banks reporting their experi- 
ences, properly accounted the cost of 
conducting a personal loan department? 
Have they charged to that department 
all the contributing costs which every 
other department in the bank standing 
on its own feet is required to pay before 
a profit is accredited its operations? 
Does the personal loan department 
bear its proportionate part of the rent 
of quarters, taxes, supervisory over- 
head, advertising, the cost of the money 
it uses —including acquisition cost, the 
telephone, telegraph, stationery, post- 
age, insurance, bond coverage and 
general expense that its operations 
incur? 

It must be recalled that some of the 
business done by the personal loan 
department was formerly handled by 
the commercial loan officers and that 
the bank has added a personal loan 
manager’s salary to handle some of the 
volume attended to previously by other 
officers and clerks. 

The conclusion here, then, is simply 
that anv bank operating or investi- 
gating a personal loan department, 
should set down the cold, hard facts of 
determined figures, including every 
legitimate expense —and some of the 
apparently trivial items that may have 
been omitted to make out a case for a 
profitable department. 

Our own bank, with a number of 
other large Morris Plan institutions 
that are painstakingly accounting every 
item of operating cost, has determined 
first that no loan of $200 or under is 
profitable and only on loans of $250 
and over is there even the slightest 
profit. When it is recalled that the 
average loan as reported in the nearly 
150 commercial bank personal loan 
departments is $250, the chance of 
profit on a properly accounted basis is 
but small. 

Likewise, close analysis reveals that 
the foremost industrial banks make 
but a very small part of their total 
profits from discounting small, co- 
maker loans, and that the bulk of what 
profits are made comes from a type of 
business which for obvious reasons is 


not considered by commercial bankers 
in connection with personal loan de- 
partments. For instance, there are, 
first, the larger loans of $1,000 and 
more, which are already being handled 
by commercial banks on their regular 
thirty to ninety day discount basis; 
second, there are installment trade 
acceptances covering the sale of auto- 
mobiles, radios and other commodities 
which are discounted by industrial 
banks at a somewhat higher rate than 
their loans because of the nature of the 
risk and the additional cost of handling 
—this is an unusually highly specialized 
form of installment financing that 
necessitates exceptional care and dili- 
gence; third, collateral loans based on 
savings accounts or listed stocks and 
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bonds, in which the cost of collection 
follow-up is, of course, reduced; and 
fourth, other forms of installment 
financing than those listed above. 

Second, the reporter for the com- 
mercial banks states that the losses 
show one-fifth of one per cent, but the 
properly accounted banks facing the 
true facts find that as the volume grows 
and the years accumulate behind them, 
the loss ratio rises. One bank we know 
of ran for its first two years on a loss 
ratio of one one-hundredth of one per 
cent but as its operations grew, the 
loss ratio rose to three-eighths of one 
per cent. Another industrial bank with 
which we are familiar, and which has 
been specializing in personal loans for 
many years, shows an average loss 
ratio from the date of its opening 
through 1929 of over five-eighths of 
one per cent. 

Another fact determined by Morris 
Plan operation is that monthly loans 
are more profitable than weekly de- 
posit loans, hence the turnover of 
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money on the desirable loans is 1.6 and 
not 1.8 as on the unprofitable weekly 
loans. 

So much for the proper accounting, 
for while volumes of matter can be 
presented, involving myriad figures, 
after all it is not what opinion may be 
developed but what soul-searching 
facts may be ascertained on intelligent 
analyses. 

On the count of what charges should 
be made, the Morris Plan group has a 
wide difference of opinion with the 
reporter for the commercial banks. 
The statement is made “that loans 
should not be made for less than 6 per 
cent, plus a 2 per cent investigation 
fee.” 

Let me cite the figures I know best; 
namely, those of our own bank in 
contrast to this statement. 

We charge 6 per cent per annum dis- 
count and a 2 per cent investigation 
fee on all co-maker or endorsed loans 
up to $250. Please note that this is the 
top figure we reach to arrive at a loan 
on which there is no loss and no profit. 
But on loans of $50 up, which are 
collateralized by savings accounts, 
listed stocks or bonds or other satis- 
factory collateral, we collect 6 per cent 
per annum discount and make no in- 
vestigation charge. After $250, we 
charge $1 investigation fee for each 
additional $250 borrowed until $1,000 
is reached. No fee is charged on loans 
of $1,000 and over, whether co-maker 
or collateral. On a $500 co-maker 
loan, our fee is $6; the commercial 
bank’s small loan department’s charge 
would be $10. 

Now in addition to no fee on collateral 
loans, no fee on loans of $1,000 and 
over, and a reducing fee above $250 on 
co-maker loans up to $1,000, this bank 
for the first time in banking history in 
the United States allowed interest on 
the required weekly and monthly de- 
posits at the rate of 3 per cent per 
annum computed on a quarterly basis. 
This amounts to 1.12 per cent of the 
face of the loan and where a customer 
borrows, for example, $100 on a 
collateral basis, his charge is $6 dis- 
count at the time the loan is made and 
he receives $1.12 interest at the time 
it is paid. His out of pocket cost is 
$4.88 for the $100 borrowed. 


UCH stress has been placed upon 

the indirect results thought to be 
obtainable through new contacts made 
for the bank in its personal loan 
department. 

That the old customer is not always 
the best customer is proved by the 
experience of one bank which kept a 
close record of its accounts turned over 
to an attorney for suit and which 
found that sixty-two out of ninety-five 
accounts sued on were those of cus- 
tomers who had borrowed there pre- 
viously. This experience is further 


(Continued on page 42) 
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SPs Pinaiinn of the Bond Level 


This Depression and Last—and the 
Lesson for Our Banks is, as Usual, 
High-Grade vs. Low-Grade Issues 


ODAY the behavior of the bond 

market presents somewhat of a 

paradox. To many banks and 
other large holders of bonds, it appears 
to be a much worse situation than 
existed ten years ago in the post-war 
deflation. Depreciation in bank bond 
accounts, judging by my recent experi- 
ence in looking over samples sent to 
my office for criticism, is often heavier 
than in 1920-21, and the embarrass- 
ment caused thereby is greater among 
small banks particularly. And yet, 
‘by all reliable signs, the credit situation 
is passing through no such critical 
time as it did ten years ago. 

Yields on high-grade bonds have 
actually fallen during the past year 
and money rates are abnormally easy, 
infinitely easier than they were in 1920. 
The accepted belief is that bond prices 
move in an opposite direction to inter- 
est rates. They should be going up, 
but according to the experience of 
many bond investors, they have been 
going down. What is the answer to 
this paradox? 

The answer is probably to be found, 
as is the solution to most of our present- 
day economic riddles, by turning back- 
ward and seeing what went before. In 
particular it is interesting to see what 
happened to our investing habits in 
the two or three years prior to the 
panic of 1929. 

As everyone now recognizes clearly 
enough, that was a period of enormous 
speculative activity. While it is com- 
monly supposed that the speculative 
mania confined itself pretty much to 
the stock market —as far as securities 
are concerned —that does not seem to 
be the whole story. The spirit of bigger 
and better profits actually spilled over 
into the bond market as well. It 
affected to some extent the conserva- 
tive and time-honored practices and 
habits of even the most staid and sober 
institutions. 

First we must consider the psycho- 
logical power of that great speculative 
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period. The whole idea of large and 
easy profits was highly contagious. It 
made everyone less cautious about 
security than they had been for years. 
Unquestionably it played a part in 
making some bankers, especially less 
experienced bankers, reach for yields 
and for bonds with convertible and 
other alluring features, without due 
regard for the factor of safety involved. 


HOSE who followed these less con- 

servative practices are not, perhaps, 
to be wholly blamed. In the first place, 
they are only human beings like the 
rest of us and acted no differently than 
hundreds of thousands of other persons 
who fell in with the ways of the “‘new 
era’ so easily. Mass psychology is, 
of course, very powerful. Under its 
influence all sorts of people do all sorts 
of abnormal things. Naturally, con- 
servative people may be no exception 
to this rule. 


Beyond that, the high interest rates 
of that period played an economic 
part in causing the banker to seek a 
higher return on his bond account. 
With short-term money rates in finan- 
cial centers soaring, the smaller bank 
met, and indeed still meets, with a 
competitive condition, in which it was 
forced to pay higher rates on time 
deposits than it seemed economically 
possible to pay. The result is a con- 
stant searching after securities or other 
forms of investment paying a high 
current return. Otherwise, the bank 
faces the dilemma of losing the busi- 
ness or of operating unprofitably. 
Naturally, the line of least resistance 
was followed and in many cases bonds 
of poorer quality, but giving a high 
current return, were acquired. 

As a result of these causes there 
appears to have taken place a definite, 
though not great, deterioration in the 
quality of bank bond accounts gener- 


ally. I have seen lists honeycombed 
with speculative, low-grade issues — 
lists that show small evidence of 


thought for security. This was not 
the case in 1920-21, since prior to that 
depression there had been no such 
universal speculative mania as grew 
up in 1928-29. At that time, I should 
say, bankers were more conservative 
generally. That is not to say that 
bond accounts did not suffer at that 
time also. But the decline in 1920-21 
had a less serious effect as a rule on 
banks, due largely to the fact that the 
more conservative practices then in 
force have not been dispelled by a prior 
period of wild speculation. 

Another element in the present situ- 
ation that we did not have a decade 
ago is the presence of large quantities 
of foreign securities in bank portfolios. 
I do not wish to infer that foreign 
dollar bonds, as a whole, are not good 
investments. They are, even though 
there are all sorts of foreign bonds, 
too. Experience will indicate that the 
mortality of capital invested in foreign 
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bonds is comparatively small. Even 
where a default occurs, it infrequently 
happens that the securities thereafter 
become worthless. They generally 
work out. 

Nevertheless, foreign bonds natu- 
rally reflect, in their prices, the hopes 
and fears and the actual events in the 
countries represented. They are as- 
suredly subject to instability in price, 
especially when, as in 1930, we have 
had a bumper crop of revolutions and 
economic crises abroad. In 1920-21 
we also had, though in smaller degree, 
foreign disturbances, but there were 
almost no foreign bonds in this market 
at that time and so events in other 
countries in those years found little or 
no direct echo in the value of bond 
accounts of banks here. 

It is due to the fact that banks have 
invested so heavilyin these second- and 
third-grade bonds and in foreign obliga- 
tions that their investments have 
shown such depreciation this year. 
The trouble lies not with the behavior 
of the market for gilt-edge, highly- 
rated bonds, but with the mistaken 
judgment of the banks themselves. 
The error in judgment has not been 
confined simply to mistaking a poor 
bond for a good one, but it has also been 
shown in the misconception that all 
bonds behave alike. 

The fact is, of course, that if interest 
rates were the sole controlling factor 
in the movement of bond prices, then 
all bonds might rise and fall together. 
But, beyond interest rates, we have 
also such influences as the degree of 
general confidence and the actual 
degree of security, both of which have 
a powerful effect on bond price move- 
ments. The interplay of these and the 
availability of capital for investment 
probably explains a good deal of the 
difference between 1920-21 and the 
present situation. 

In the former period, which was a 
depression of the same magnitude as 
the existing depression, there arose the 
same lack of confidence as we know 
today. The security of medium-grade 
and speculative bonds of all kinds was 
under skeptical scrutiny and naturally 
these issues lost heavily in market 
value, just as they have done this time. 

On the other hand, there was in 
1920-21 a real shortage of capital seek- 
ing investment. This condition does 
not exist now. A comparison of the 
two periods will show this difference 


clearly enough. For example, ten 
years ago banks were loaded up as high 
as ever they have been with commer- 
cial loans. They had no surplus for 
investment either in bonds or in any 
other kind of obligation. They were 
borrowing heavily from the Reserve 
banks and could not even accommo- 
date business demands for credit. 
Short-term interest rates averaged 
close to 8 per cent during the entire 
year 1920 and fell only slowly during 
1921, so that by the end of that 
year they had declined only to 5 
per cent. 

In sharp contrast, the position in 
1930 shows short-term money rates 
now to average close to 2% per cent 
and at the beginning of the year they 
were only about 4 per cent. Banks 
are practically out of debt to the 
Federal Reserve and have been buying 
bonds on a great scale throughout the 
entire period. 

In 1920-21, therefore, all classes of 
bonds fell in price, although high-grade 
issues dropped very much less than 
others. The reason was a real shortage 
of capital for investment, combined 
with a natural fear and lack of con- 
fidence regarding second-grade issues. 


THs year, however, it has only been 

the latter influence at work, not the 
former. Hence, the only class of bonds 
that has been adversely affected has 
been the lower-grade and foreign issues 
wherein the question of security or 
confidence has arisen. The high-grade 
issues have responded to the relatively 
good conditions in the money markets 
and to the large amounts of capital 
available for investment. They have 
at times been very strong in price and, 
though they have fluctuated to some 
extent, they show, on the whole, a not 
inconsiderable gain over the price level 
of a year ago. 

That is why the present situation 
seems worse to a good many banks in 
the matter of their bond accounts than 
did the post-war depression and why, 
in fact, for those banks it is worse. 
And that is why the paradox of which 
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I refer at the beginning of this article 
makes itself apparent. 

The cure for this embarrassment in 
which bank bond accounts are now 
sometimes found, can, of course, only 
be a relatively slow process, except in 
singular cases where losses can be 
absorbed and a new start made. Other- 
wise, banks and other investors who 
have succumbed to the temptation of 
buying speculative bonds during the 
past several years will have to await 
a return of real prosperity before they 
change to a more conservative policy. 
Many, but of course not all, of the 
bonds upon which the market casts 
doubts, will eventually recover. When 
they do, it will not be falling interest 
rates that will revive them, but a re- 
turn of confidence and increased pro- 
tection in the way of earnings —or, 
in the case of foreign bonds, more 
settled conditions abroad once more. 

But getting out of trouble of this sort 
merely by a fortunate change in general 
conditions will not be enough. Itseems 
to me that a more thorough-going 
change will also have to take place. 
The hard thing to do will be to turn 
conservative when times are better. 
It would be easy now, but the way is 
blocked by the practical impossibility 
of taking losses. Still, that is the really 
important thing —to clean house just 
as soon as it becomes practically possi- 
ble to doit. As soon as prices of specu- 
lative bonds show sufficient recovery, 
it is perfectly clear that the only rea- 
sonable and safe policy is to get rid of 
them once and for all. Otherwise the 
bond account will not be fortified 
against the next period of trouble. 
People are all too apt to forget that, 
for some reason or other, we never 
fail every ten years or so to get our 
whole business and financial structure 
completely tangled up. Business de- 
pressions always come as a surprise, 
but they never fail to appear. It is 
precisely against such times as these 
that the bond investments of a bank 
are made. The clear course is, there- 
fore, to avoid such investments as may 
themselves become involved in a busi- 
ness depression. Why, then, ever buy 
speculative bonds or any other kind 
than high-grade bonds? 

Recently Dr. Benjamin Anderson 
of the Chase National Bank was quoted 
as saying that banks have become too 
much addicted to bonds as a means of 
investment for secondary reserves; 


(Continued on page 43) 
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offts Permanence of Granite Hills 


A Company Founded on a Charitable Trust 
With Service Unique and Ultra-Modern 


to tell me — grow best for one 

who loves them. The dif- 
ference between scraggly blos- 
soms and beauty is just that 
margin between one who does his 
work by routine and one who 
willingly blends watchfulness 
with a joy in his work. Give a 
business a chance to bloom by 
putting back some of the profits 
into improvements, and it en- 


\LOWERS —my mother used 


riches the community as an 
embodiment of its founder’s 
ideals. 


What sort of a bank would 
result if, without regard for 
precedent, its founders sought 
to make it beautiful and original 
and new? 

All unconsciously, I discovered 
such a bank. It is located —of all 
places—in New England, that 
section of the country which is 
popularly supposed to be all done 
for, as far as economic progress 
is concerned. As a matter of 
fact the city in which this bank 
operates has grown from 40,000 
to 72,000 in a decade and is ex- 
pected to touch 100,000 in the 
next ten years. 

In Quincy —the “City of the 
Presidents” —is the church cover- 
ing the remains of two presidents 
—John Adams and John Quincy 
Adams. Nearby was the birth- 
place of John Hancock, and not far 
from it the first and original railroad in 
America, of which the narrow gauge 
tracks may still be seen. 

Down on the waterside are huge 
shipyards, while off on yonder hillside 
are large granite quarries, carving out 
blocks from the hardest granite in the 
country —“‘Quartz, feldspar and horn- 
blende —that’s Quincy granite.” 

As you motor down the main street 
you come on the ten-story skyscraper 
of the Granite Trust Company —the 
tallest building, without a doubt, be- 
tween Boston and the Miles Standish 
monument at Plymouth. 
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You drive around the corner to park 


your car. An open courtyard behind 
the bank building invites you. “Free 
parking space for customers,” the sign 
reads, with a further notice that a one- 
hour limit is the rule. 

For all who enter the daylighted 
banking room there is some welcome 
appropriate to the individual. It may 
be in an upward glance at the beautiful 
arched ceiling. It may be in a patriotic 
look at the flags of twelve foreign 
nations, representing the largest groups 
of foreign born residents in Quincy, and 
displayed with dignity and prominence 
in the four corners of the room. If you 


ask what they are —as many do 
—you will learn they represent 
England, Scotland (many mis- 
take the Scottish flag for the 
Chinese, not knowing the Harry 
Lauders have a flag all their own), 
Finland, Sweden, Russia, Nor- 
way, Canada, Italy, Ireland, 
Greece, Germany and Servia. In 
addition, the four flags of the 
United States, the Common- 
wealth of Massachusetts, the 
City of Quincy and the bank 
itself are displayed at the far end 
of the banking room, all lending 
atmosphere and a note of wel- 
come. 

“The Friendly Bank’’ brings 
to the people of the South Shore 
a metropolitan banking service 
with eleven departments: Sav- 
ings, commercial, investment, 
women’s, foreign, traveler’s 
checks, certificates of deposit, 
wills and trusts,.safe deposit, 
night depository and vacation, 
tax and Christmas clubs. 


T the far end of the banking 

room is the great vault. The 
door weighs twenty tons and 
there is no larger vault door on a 
street floor in New England 
(most of the great vaults are in 
the basement). A smaller emer- 
gency door, also time-locked, 
permits entry if the big door ever 
jams. And in case some one gets 
locked in the vault by mistake, there is 
a ventilating porthole which is opened 
by an interior lever, and an interior 
light switch, and also a telephone —“‘so 
you can phone your wife and say you 
won’t be home for supper,” Treasurer 
Martin jovially puts it. 

The tellers are given every facility 
in doing their work. All money and 
checks are kept on a lower shelf, so 
that even with cageless counters there 
is no chance for an outsider to reach 
in and help himself. 

Telephones in the tellers’ booths are 
placed on a lower shelf, so that the 

















ng 
he 
nd 


nd 

in 
er- 
ad, 
yer 
ets 
21S 
ed 
i0r 
“so 


rer 


lity 
and 

sO 
ere 
ach 


are 
the 














CLEARING HOUSE 


teller lowers his head to talk. This 
makes any phone conversation con- 
fidential as far as the depositor is con- 
cerned. This privacy is employed in 
getting checks certified. It works out 
this way. When John Jones, who is a 
stranger to the teller as far as the size 
of his balance is concerned, presents a 
check for $5,000 to be certified, the 
teller pushes a signal button which 
registers on a dial in the bookkeeping 
department. The first push indicates 
that Teller No. 7 is calling. Then, 
after a second’s pause, the teller pushes 
one, two, three times —indicating that 
he wants Bookkeeper No. 3 to call 
him. John Jones’ account, he knows, 
is handled by No. 3. 

So Bookkeeper No. 3 
dials 47 —Teller No. 7’s 
number —in reply. The 
teller, while writing out the 
papers for John Jones, 
hears his phone ring. 
“Pardon me just a mo- 
ment, Mr. Jones,” he says. 
Jones nods agreeably. The 
teller then lowers his mouth 
to the telephone and, 
speaking directly to the 
bookkeeper, says “John 
Jones wants certification of 
$5,000.” 

The bookkeeper takes 
out a ledger sheet and- re- 
plies: ‘I have certified 
John Jones’ account for 
$5,000.”’ 

Thus the teller is able to 
give immediate action on 
a certified check without 
the embarrassment of hav- 
ing to tell Mr. Jones that 
he is investigating Jones’ 
account. On large amounts 
the necessary papers are 
sent from teller to book- 
keeper at once by messenger, so that 
the certification is complete and 
accurate. 

“We like this system because it is 
quick and economical,’’ they will tell you. 

The telephone system in itself is 
worthy of note. Each desk or station 
has an automatic dial telephone of the 
English type with the mouthpiece and 
receiver in one piece. All inter-office 
calls are automatic, as are also out- 
going calls, including calls to the two 
branches. The switchboard operator, 
who is located on the balcony just over 
the entry door and facing the banking 
room, meanwhile is free to handle in- 
coming calls and to give them intelli- 
gent and patient attention. If the 
call is for some person who is out or 
busy, she can often transfer it to some 
one else who can talk in his place. 

“Before we put in automatic tele- 
phones, we had almost reached the 
point where we needed a second oper- 
ator,” Mr. Martin tells you. ‘Today 
vur One operator handles all incoming 


calls and also has time left to help 
with the auditing.” 

The telephone operator sits behind 
a bulletproof window, and the entire 
banking room is spread before her. 
She can, if an alarm arises, operate a 
signal button with either a hand or a 
foot. She can also, if need be, release 
tear gas. 

The Granite Trust has the first 
woman’s department in Quincy. It 
helps women in all their banking needs, 
opening new accounts for women de- 
positors and otherwise seeing to it that 
a woman depositor gets what she wants 
from the various departments of the 
bank. 

Sometimes a freak request pops up 





he King Family Fund: “...a 

broadly perpetual charity in 
its action ... safeguarded for all 
time in the constantly increased 
distribution of income to such 
charitable, philanthropic, reli- 
gious and civic helpfulness, in- 
terpreted in the most liberal way 
for the benefit of mankind for 
their moral, helpful and reli- 
gious welfare.” 





too. It no longer is a surprise when a 
lady asks Mrs. Bryant to nold her lap- 
dog “‘while I get something from my 
safe deposit box.”” But who wouldn’t 
be surprised at this one: “I’m down- 
town without my glasses, and I want 
to go to a movie; can’t you lend me a 
pair of glasses that will fit?” Even a 
friendly bank has to pass up a chance 
to render service that way! 


"THERE are hundreds, though, who 

dash in for change for the drug store’s 
cash register, or to cash a check, or 
maybe merely to step on the free 
scales. The bank records with pride 
that during a single month at its three 
offices, 15,538 people got their weight 
free, or an average of over 500 for each 
banking day. 

The directors’ room of the bank, 
with its great window overlooking 
Quincy Bay, is on the ninth floor. 
From there, two flights of stairs lead 
to the roof. You can go even higher, 
for a “hurricane deck” has been erected 
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in the center of the roof, permitting 
visitors to gaze far out into Quincy 
Bay. The view is magnificent. 

‘“‘We built what we believe to be the 
first building of the new set-back 
tower type of only ten stories” says 
Mr. Delcevare King, vice-president. 
‘‘Architects told us we could not do 
this and still retain a beautiful tower 
building, as this American set-back 
tower type was designed for buildings 
of twenty or thirty stories. But it has 
been done most effectively. This 
tower, as you noted in coming up, 
contains offices. We planned at first 
to leave two floors unfinished till later, 
but already the entire building is 
rented except for two offices. 

“The tower is plainly 
visible for miles around. 
At night we flood-light the 
top, making it a veritable 
light-house by land or sea. 
We also have two powerful 
flood-lights focused on the 
American flag. Ordinarily 
the flag has to be taken 
down at sundown, but we 
honor it by flying it at 
night when it is thus flood- 
lighted.”’ 

The building came about 
through a fortunate devel- 
opment. Bethany Congre- 
gational Church —the King 
family church —occupied 
this corner for years. The 
city began to grow up 
about it, and the church 
building grew cramped and 
old-fashioned. Then the 
president, Theophilus 
King, bought the land from 
the church, and the church 
moved to a new location, 
two blocks away, erect- 
ing for itself a handsome 
and modern building. 

And now for the bank’s story. It 
is, beyond a doubt, different from the 
history of any other bank in the coun- 
try, for a majority of the shares of its 
capital stock is held by a charitable 
trust known as the King Family Fund. 

In 1912 President Theophilus King — 
he’s eighty-five now and still active — 
established the King Family Fund, 
“a broadly perpetual charity in its 
action safeguarded for all 
time in the constantly increased dis- 
tribution of income to such charitable, 
philanthropic, religious and civic help- 
fulness, interpreted in the most liberal 
way for the benefit of mankind for 
their moral, helpful and religious wel- 
fare.’ Since then the fund has been 
steadily enlarged. As a portion of the 
work of this fund, and in an effort to 
suggest the value of all church organiza- 
tions by bringing them together, there 
was instituted a yearly gift to every 
organized Quincy church — Catholic, 
Jewish, Protestant and all, and some 


(Continued on page 44) 
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STATUS OF OLD AGE PENSIONS IN 
THE UNITED STATES AND CANADA 








orward—The Old Age Pension 


Reviewing Its Adoption in Twelve 
States in Relation to the Question 
of the Efficacy of Thrift Education 


cBy John Walker Harrington 


ITH those of life’s sunset, 

bankers have a wide and practi- 

cal sympathy. Long have they 
urged thrift as the foundation of peace 
and plenty for one’s declining years. 
To every banker, therefore, the growth 
of old age “pension” laws of the 
United States is of grave concern. 
Many a banker, too, is wondering 
whether his advice on conserving re- 
sources for the future has not been 
falling upon unheeding ears. He won- 
ders whether he has been sufficiently 
emphatic and forceful in urging his 
fellow citizens to underwrite them- 
selves for an independent and serene 
senescence. 

Old age security legislation is steadily 
gaining headway, so much so that its 
promoters seem justified in declaring 
that it will be nation-wide before 
another decade has passed. Twelve of 
the forty-eight states and Alaska have 
adopted it. Four of these — Kentucky, 
Minnesota, Colorado and Nevada— 
are not vet enforcing it, for technical 
reasons only. Laws are operative in 
Massachusetts, Maryland, Wisconsin, 
Montana, Wyoming, Utah and Cali- 
fornia. Last into line has come the 
wealthy and populous state of New 
York. Her statute went into effect 


last Labor Day (September 1, 1930) 
and actual payments begin on January 
1, 1931. On the strength of this 
accession, a new siege of the state 
legislatures and of Congress has begun. 
Before New York joined the move- 
ment, scarcely 10,000 aged were on 
the rolls of the state and county 
treasurers. She is preparing to aid 
20,000 to 30,000 in 1931 and before 
long 40,000 to 50,000 in all. The 
American Association for Old Age 
Security, which for three years has 
conducted its propaganda, predicts 
that fully 70,000 venerable Americans 
will be rejoicing in these allowances 
before the end of 1931, probably more. 
It estimates, as a maximum figure, 
that 538,000 of us are eligible for 
superannuation bounty. On the basis 
of the 1930 Federal Census there are 
fully 6,000,000 persons in this country 
sixty-five years old and more. Of these 
the Association says 2,000,000 are 
“old folks,’ without means of their 
own, to be cared for in almshouses, in 
asylums or through pensions. 
American business and industry, 
moreover, has fallen into the habit of 
marking men of forty-five for the 
human junk pile. There are in the 
Continental United States 19,500,000 


persons from forty-five to sixty-four 
years at least —all possible candidates 
for dependency. When present peti- 
tioners for longevity awards were 
born, say from 1850 to 1860, this was 
the sickliest of nations. Jaundice, 
consumption, “fever an’ ager’’ were 
common _ afflictions. The average 
American’s stay on earth was thirty- 
seven years. Sanitation, periodic 
health examinations, preventive medi- 
cine have added two decades to the 
expectation of life. Octogenarians 
flourish; centenarians are no longer 
rare. Now comes the demand to quit 
at mid-channel and to keep on living 
just the same —twenty, thirty, perhaps 
forty years after one is marked for 
retirement. 


HOSE who have nothing laid aside 

or cannot get even part-time employ- 
ment, would live on money given to 
them by the state. This sum is called 
a pension in existing statutes. Many 
question the accuracy of the term 
in this connection, as a pension implies 
that its recipient has done military or 
civic service —or draws, in his old age, 
from funds which he helped create in 
his more productive years. 

Specifically, twelve of the United 
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States and most of the Canadian 
provinces have adopted a “non- 
contributory old age pension,” eu- 
phemistically called “old age allow- 
ances” or “old age security.”’ The plan 
back of these differs from the social 
insurance acts of such important com- 
mercial European countries as Great 
Britain, France and Germany which 
provide for payments from a fund to 
which employees, employers and gov- 
ernment have contributed. In England 
this strictly acturial balance has been 
disturbed by unemployment and ad- 
verse economic conditions. So, al- 
though she abolished non-contributory 
pensions provided by the Act of 1908, 
she is really paying them to persons of 
both mature and advanced ages in the 
form of doles. In this country old age 
pensions, thus far, are gifts or dona- 
tions from the public purse, dispensed 
to the aged by local and state charity 
or welfare departments. Critics of the 
prevailing legislation call them doles. 

The standard American old age 
pension is about $1 aday. Some of the 
dozen states pay $25 to $30 a month; 
others a flat per diem rate. The 
Kentucky law gives only $250 a year. 
Alaska grants $25 a month to men, and 
gallantly allows $45 to women. In the 
majority of states the money comes 
from the county or community taxes. 
Wisconsin pays one-third and New 
York one-half. The typical age of 
eligibility is sixty-five years; the 
Empire State statute sets the mark 
at seventy. In view of the importance 
which the advocates of universal old 
age pensions attach to the action of 
this last commonwealth, the status of 
her applicants and the causes of their 
dependency are of significant interest. 

An analysis of 1,100 New York 
City applicants reveals that 668 were 
between the ages of seventy and 
seventy-five; 305 from seventy-five 
to eighty years old; while 127, including 
several nonogenarians, were beyond 
fourscore. This roster comprised 605 
men and 495 women. The impression 
of this writer, who witnessed 
the making of many applica- 
tions, was that comparatively 
few were actually senile. As 
a class they were neatly 
dressed, although often in 
threadbare and long out- 
moded garments. Most were 
making able efforts to support 
themselves. Actual statistics 
on their physical condition 
are not available as yet, but 
it may be inferred that in 
New York, as_ elsewhere, 
senility is not the main cause 
of old age dependency. In 
Massachusetts, for example, 
only 17.2 percent of her aged 
poor more than _ sixty-five 
years old who receive state 





defects; an Ohio group of the same 
years showed 19 per cent; of 2,349 
men of seventy and more studied in 
Pennsylvania, only 33 per cent attrib- 
uted their misfortune to disease or 
failing strength. 

What are the more active reasons 
for want in old age will appear to the 
banker mind by reading the specimen 
New York City cases given below: 


Ballet dancer, seventy-five years old— 
premiere danseuse who once charmed the 
Crowned Heads of Europe. hae ee 
favorite of Academy of Music, New Yor 
City, which preceded the Metropolitan 
Opera House as a temple of music and 
fashion. Lived lavishly, but saved sub- 
stantial sums. Lost most of her large 
— as the silent partner of an arti- 
ficial flower business conducted by rela- 
tives. Intrusted her last $20,000 to a 
friend for investment and lost it all. Was 
scrub woman at fifty cents an hour, but 
could get little work on account of feeble 
condition. 

Inventor—seventy-five: | Devised fac- 
simile handwriting and manifold machines. 
Did not patent them and relied on promise 
of manufacturer to give him 5 per cent 
royalty on sales. Never got anything but 
small salary from them. 

Doctor’s widow, seventy-four: One of 
many such. Physicians until recent years 
careless in collecting bills—few kept books 
—even neglected to send statements of 
account. Medical men notorious as buyers 
of worthless stocks and bonds. This 
widow, a woman of unusual education and 
refinement, supported by a former servant, 
whom she desires to relieve of that care 
and expense. 

Manufacturer—seventy: Was about to 
retire having arranged to dispose of his 
business for $100,000 cash. Endorsed a 
$60,000 note for a friend and lost all but 
a pittance, barely enough for him and his 
wife to keep body and soul together. 

Importer of ostrich feathers, seventy: 
Had a large business years ago. Women 
stopped wearing plumes on their hats. Had 
no reserves; unable to close out his busi- 
ness—failed. 

Gardener, Scotchman, seventy-two: Had 
competency laid aside to last all his life, he 
believed. The private bankers, with whom 
his money was deposited and drawing 
interest, made sensational failure. May 
recover a few cents on the dollar some 
time. Now unable to work and almost at 
end of his slender resources. Many others 
in same plight due to the failure. 
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Consulting engineer, eighty, in excellent 
pee condition—mind clear and active: 
ays that as a young man he had to raise 
a long beard, much against his own wish, 
in order to get work, as clients would not 
retain an engineer of youthful appearance. 
Later, went smooth shaven on account of 
the prejudice against middle-aged and old 
men. Had large practice but had to spend 
much on account of his family’s social 
position. Wife has a small income, but 
not enough for two. Would prefer employ- 
ment to a pension. 

Merchant, seventy-six, Russian: Lost 
everything in “Panic of 1913.” Many 
others like him—such as victims of “Panic 
of 1907” and 1921. Resources wiped out 
by speculation or bad investments. ; 


These applicants’ plight may be 
largely ascribed to poor business judg- 
ment, or, at least, failure to seek or 
take competent financial advice. Rec- 
ords of old age commissions of other 
states indicate a like trend. The per- 
sons cited have managed so far to 
keep out of institutions. 

“By thousands,” says a booklet of 
the American Association for Old Age 
Security “‘aged persons are forced to 
spend their last years in isolated and 
frequently wretched poorhouses; hon- 
est, self-respecting and respected, they 
are forced to live, eat at the same 
table with and sleep in the same 
dormitories with the defective, feeble 
minded, sufferers from obnoxious dis- 
eases, criminals and sometimes even 
with the insane.” 


"THERE is enough truth in this state- 

ment to justify the dread of poor- 
houses. This writer knows from per- 
sonal inspection, however, that many 
poorhouses are as well appointed as 
good hotels. Venerable inmates have 
their own rooms and may even have 
their meals served in privacy. Sepa- 
rate institutions are provided for the 
obnoxiously diseased, the insane and 
the criminals. 

Moreover, American private philan- 
thropy has endowed numerous homes 
for the dependent aged. There are 
ninety-five in New York City alone. 
Many of these refuges are quite home- 

like. A delightful haven is 














the Sailors Snug Harbor on 
Staten Island where old salts 
swap yarns; a cosey “Green 
Room”’ in which to await the 
last call, is the Actors Home; 
a pleasant country house the 
retreat at Tappan, N. Y., 
for venerable Masons. 

The movement for old age 
pensions is a phase of a 
general revolt against life in 
institutions, however well 
ordered. New York State 
is seeking to meet that situ- 
ation. Although payments 
will be about $30 a month, 
no definite sum is mentioned 
in the statute. Suppose an 
old gentleman is paying $7 a 





and military aid, have bodily 


In Albany with the protagonists—about to march on the Legislature 


week for room and board. 
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He is developing cramps of the hands 
which will soon prevent him from 
earning a weekly $10 addressing envel- 
opes, or anything else. The state 
gives him $10 without requiring him 
to move. In New York City, where 
the cost of living is accounted higher 
than elsewhere in the state, tentative 
budgets of from $35 to $40 a month 
have been recommended. Aged mar- 
ried couples, fearful of being sent to 
separate institutions, are reassured 
and comforted. One of the happiest 
aged pairs received the first pensions 
granted in Milwaukee which enabled 
them to live among their cherished 
possessions. 

Old age pension laws give the sem- 
blance of independence to dependents. 
Naturally, acceptances of state charity 
cannot be kept secret. The applicants 
are thoroughly investigated, all their 
neighbors, friends and references are 
well interviewed. Their children, if 
any, or relatives, who might be com- 
pelled to support them, if able, are 
plied with searching questions. Listed 
pensioners are visited at intervals by 
inspectors. If they have had a good 
turn of fortune through inheritance 
or some windfall, their allowances are 
withdrawn. If no longer capable of 
steering their own affairs, they are 
remanded to custodial care. 


NMATES of public institutions or 
endowed homes for the aged, who 
think that when subsidized they can 
live “on their own”’ again, can try it. 
Many applications in New York from 
such dependents, may be granted 
later. The aged ward at large gets 
approximately the dollar it would cost 
to maintain him in the poorhouse. 


That is, he has the interest earnings 
of about $7,500 a year, the maximum 
savings for an individual accepted in 
any one New York savings bank. 

Any fairly thrifty person should be 
able to accumulate as much in thirty 
or forty active years, barring unusual 
ill luck. The late William E. Knox, 
president of the Bowery Savings Bank 
and once head of the American Bank- 
ers Association, estimated that the 
least on which an American could live, 
was the interest on $10,000. A com- 
petence for old age might well be 
$20,000, or even $50,000. What are 
the possibilities for such absolute in- 
dependence for this generation? 

*“Americans”’ to quote Mr. Abraham 


Epstein, executive secretary of the 
American Association for Old Age 


Security, “are the least thrifty people 
on earth. They do not save because 
they live beyond their means, as a 
class, in order to keep up social stand- 
ards. Anyway, their wages are not 
adequate. This is a country of over- 
production, and extravagant over- 
consumption. Why not be sensible? 
The age of going to work could be 
advanced to eighteen and then 500,000 
to 600,000 persons could be retired at 
sixty or sixty-five with state or national 
pensions.” 

How exact is this arraignment? 
Certainly when we consider that in 
1930 there were 52,769,175 savings 
accounts in the United States, thrift 
seems to thrive. These, however, in- 
include also savings and compound 
interest accounts in trust companies 
and commercial banks, and represent 
business reserves and time deposits. 

Some persons have accounts in ten 
or more savings banks. The average 
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account is only $319 for actual savings 
bank accounts, according to the propa- 
gandists of old age security legislation. 
The accounts in mutual savings banks 
are $750 on an average. The Savings 
Bank Division of the American Bank- 
ers Association announces through Mr. 
W. Espey Albig, Deputy Manager, 
that ‘“‘despite the business depression, 
savings deposits in banks and trust 
companies have increased by 
$267,180,000 in the year closing June 
30, 1930.” This is classed as the highest 
point ever recorded, with deposits of 
nearly $28,485,000,000. 

When conditions in industry are 
unsatisfactory, Americans economize, 
showing what they can do under 
pressure. It is estimated that the 
average American family can save 
only about $1,000 in cash from all 
sources and that $3,000 is its average 
life insurance coverage. None of 
these figures indicate any general 
and adequate laying aside for life’s 
winter. 


[_ARGE sums, of course, are invested 
in home building, also automobiles, 
radio sets, house furnishings and 
various costly consumer goods —on 
the installment plan. It is not likely 
that Americans will ever be as fore- 
sighted and economical as Europeans, 
but it is generally conceded they could 
conserve more than they do. 
American bankers have done much 
to promote habitual thrift. They 
stress the need of providing for the 
future first. Banks help their clients 
to invest wisely; warn against en- 
dorsing bad paper, against wild specu- 
lation, and against irresponsible and 
unchartered institutions. A_ school 


(Continued on page 41) 









































Typical of the applicants filing in Milwaukee 
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o)tory of the Trust Companies 


Nineteen 


The Evolution of This Distinctly 
American Institution Which Took 
Advantage of Its Opportunities 


N the annals of American financial 

institutions there is no chapter 

more interesting than the growth 
of the modern trust company. Like- 
wise, there is no institution which 
shows as clearly the distinct evolution 
of American institutions as 
the trust company. 

The first time we hear of 
a “trust company” is in 
connection with the busi- 
ness of insurance. The 
original meaning of the term 
“trust company” was essen- 
tially the same as it is to- 
day—a corporate body 
serving in the capacity of 
executor, administrator, 
guardian, trustee, etc. 

However, many years 
passed before the institu- 
tion became the clearly 
defined type of enterprise 
it is today. The business 
of fiduciary was quite in- 
cidental at the beginning 
and continued so for many 
years. We shall see how 
this side-line activity later 
became one of the largest 
and distinctly American 
financial institutions. 

In the year 1822 the 
Farmers Fire Insurance and 
Loan Company, of New 
York, was given trust powers —the 
lirst grant of its kind in America. The 
second company to be granted trust 
powers was the New York Life In- 
surance and Trust Company, in 1830; 
this was the first company to use the 
word ““Trust” as a part of its corpo- 
rate title. Following this came the 
Pennsylvania Company for the Insur- 
ance on Lives and Granting Annuities, 
incorporated in 1836, and the Girard 
Life Insurance and Trust Company, 
of the same year, both of Philadelphia. 
All of these companies are now large, 
going concerns, but operating under 
slightly different titles. The first 
company chartered as a trust company 
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exclusively was the United States 
Trust Company of New York, char- 
tered in 1853. There were other com- 
panies chartered with the word ““Trust”’ 
as a part of their title but they were 
of short duration. 


"THE growth of trust companies and 

trust business is attributable to the 
growth of wealth and fortunes. They 
were appointed -in fiduciary capacities 
in order to guarantee perpetual trustee- 
ship, thus insuring against the hazards 
involved in individual trusteeship in 
administering private property and 
wealth. In the period of the begin- 
ning of trust companies, the greatest 


accumulations of wealth were to be 
found in the larger cities, as is the 
case at the present time. 

Hence the natural field for activity 
was to be found in New York, Phila- 
delphia, Boston and other large cities. 
As a result of the activities 
of the few companies which 
were permitted by charter 
to engage in business of 
fiduciary, a considerable 
accumulation of funds 
found its way into the 
hands of the companies. 
This, of course, led to the 
temptation to employ the 
funds in much the same 
way as did the banks at 
that time. 

It is plain that the legisla- 
ture of the State of New 
York was fearful lest the 
companies engage in bank- 
ing business. For instance, 
the Farmers Fire Insur- 
ance and Loan Company, 
which was incorporated for 
the purpose of ‘“accom- 
modating the citizens of 
the state residing in the 
country with loans, on the 
security of their property,” 
was precluded from bank- 
ing business by the pro- 
vision which appears in the 
act as follows: 


That nothing in this act shall be 
so construed as to authorize the 
said corporation to receive any de- 
posit or deposits, nor to discount any 
promissory note, bond, due bill, 
draft, or bil of exchange, nor shall 
it be construed as to allow any bank- 
ing business or privileges whatso- 
ever. 


It appears that the legislatures in 
granting the charters were not sure 
what to include and what to exclude. 
Some of the insurance companies were 
granted the power to do annuity and 
coal mining business and to issue bank 
notes; another company was given the 





power to build an artificial canal, as 
well as banking and trust privileges; 
and another was given the power of 
insuring lives, granting annuities and 
ransoming of prisoners in captivity. 
It is plain, therefore, that neither the 
legislators nor the incorporators of the 
early trust companies knew exactly 
what business they wanted to do or 
exactly in what direction their efforts 
would lead. 

It was largely the result of a move 
made by one of the early companies — 
the New York Life Insurance and 
Trust Company, chartered in 1830— 
that the trust companies led in the 
direction of banking. This concern 
advertised a feature granted in its 
charter which permitted the company 
to pay interest on deposits. This ap- 
peal was so strong that in four years 
the legislature viewed the increase in 
deposits with such alarm that they 
passed a measure which limited the 
amount of money this company could 
have in trust and in deposits to five 
million dollars. It is probable that 
this company had no intention of 
competing with the banks for the ac- 
cumulation of deposits but this move 
had perhaps more to do with the trust 
companies’ coming into the banking 
field than any other act. 

The apparent success of the New 
York Life Insurance and Trust Com- 
pany, together with the popularity of 
the new type of institution, brought 
forth nearly simultaneously the appli- 
cations for charters from several other 
organizations. Many such petitions 
came to the legislatures of New York, 
Pennsylvania, Massachusetts, Ohio and 
Maryland. A famous one was the 
Ohio Life Insurance and Trust Com- 
pany in Cincinnati, chartered under 
the laws of Ohio, February 24, 1834. 
This concern advertised a_ capital 
stock of $2,000,000 and the charter 
which gave it perpetual existence pro- 
vided for trust business and full bank- 
ing powers. It had both a banking 
department and a trust department 
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which did a sizable amount of business 
over the states of Ohio and Kentucky 
during its tempestuous lifetime which 
ended in 1857. This case is illustrative 
of many concerns that came into 
being and blinked out after a few 
years of operation. 


Tis period was one which was 

formative in the history of the trust 
company. The trust business, which 
was clearly an adjunct to life and fire 
insurance and annuity business, began 
to grow as soon as private wealth and 
fortunes began to form. The years 
from 1825 to the time of the Civil War 
were the years in which the foundations 
of large fortunes were being laid. The 
natural resources of the land were 
being opened up, transportation sys- 
tems were being projected and built, 
and internal development was more 
or less the watchword. It is along 
with this economic development that 
we see the trust company coming in 
as an agency of service and gradually 
drawing away from the insurance and 
annuity business. Naturally, of course, 
the science of trust company operation 
and management was in its most 
elemental stages. Hence the economic 
disasters, such as the panic of 1857, 
ended many of the smaller and weaker 
so called trust companies which prob- 
ably were in reality nothing more than 
small state banks with a minimum of 
trust activity. As has been indicated, 
the treatment of the few trust com- 
panies prior to the middle of the cen- 
tury would be a treatment of a half 
dozen companies which survived the 
trying years. From this period the 
activities, which continue unabated at 
the present time, set forth the trust 
company as a distinct enterprise which 
has played a most important part in 
the economic development of the 
nation. 

The period of years from the Civil 
War to the eighties was one of marked 
changes in trust companies. A glance 
at the titles of these concerns will in- 








dicate the change which was taking 
place in the nature of their business. 
No longer do we find the concern ad- 
vertised as a Life Insurance and Trust 
Company or an Annuity and Trust 
Company, but the new companies 
coming into the field were Safe Deposit 
Loan and Trust Company or Savings, 
Loan and Trust Company or Fidelity 
Trust or Mortgage Guaranty and 
Trust. There appears to be a com- 
plete divorcement of the trust com- 
panies from insurance and an affiliation 
with services which we regard as dis- 
tinctly banking in nature. As soon 
as the dissolution of the insurance- 
trust combination was effected, which 
took place in the eighties, we find the 
trust companies going after the bank- 
ing business with reckless abandon. 

There are certain economic reasons 
which motivated this move, as well as 
the desire for profit. In the last 
quarter of the nineteenth century we 
had the great extension of the corpo- 
rate form of organization to business. 
Corporations were being financed on a 
much larger scale than ever before 
known; railroads were building and 
consolidating new lines and issuing 
bonds under corporate mortgage and 
corporate trust deed, which opened a 
field for trust company services. Many 
scandals and frauds were cropping up 
here and there which required the 
services of a registrar and transfer agent 
for stock and bond issues. Population 
was steadily increasing and the terri- 
torial boundaries of the nation had 
expanded to their present size; the 
national and per capita wealth were 
showing marked increases; in fact the 
nation was passing through perhaps 
the most phenomenal period of eco- 
nomical growth in her entire history. 
It was largely a result of this unparal- 
leled activity that the modern trust 
company evolved and assumed a place 
which was regarded to be “among the 
most useful and reliable institutions 
fostered by the community.” 

The trust companies were not only 

(Continued on page 34) 
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CLEARING HOUSE 


Twenty-one 


he Facts in Bank Management 


The Analysis of the Average Account in 
Two Banks of Different Earning Power 


HE next source of earnings 
appearing in the Departmental 
Profit and Loss Statements of the 
First National Bank & Trust Company 
and the Second National Bank & 
Trust Company is the “Due to Bank 
Accounts.” Again we find the volume 
of deposits exactly the same in both 
banks but every other factor varying 
considerably. The following are the 
income and expense factors as they 
have shown up in these two depart- 
ments: 





FIRST SECOND 

NATIONAL NATIONAL 

Interest income....... $ 89,750.00 $ 106,225.00 
Exchange received..... 180.00 510.00 
Service charges........ 150.00 1,620.00 
Tota INcomE.... $ 90,080.00 $ 108,355.00 
Operating expenses. ... 44,220.00 $ 35,420.00 
Investment of funds... 12,240.00 11,180.00 
Interest paid.......... 36,300.00 29,040.00 
Exchange paid........ 2,490.00 2,420.00 





ToraLDepuctions $ 95,250.00 $ 78,060.00 


Net Prorit...... $ 5,170.00* $ 30,295.00 
Average due to banks.. $2,200,000.00 $2,200,000.00 


Number of accounts... 598 310 
Se ae 1,375,000 660,000 
Average float......... 390,000.00 200,000.00 
Portion uninvested.... 8.1% 6.2% 


*Loss 


Many of the same factors that 
brought about the wide differ- 
ence in the earning power of the 
commercial deposits in these two 
banks, also contribute heavily to 
the variation in these “Due to 
Bank Accounts.” 

You will recall that the Second 
National invested its funds more 
closely, more cheaply and to 
better advantage than the First 
National. In the matter of inter- 
est payment, the First National 
again paid more dollars on the 
same amount of deposits than 
the Second National. 

The factors that are different 
in this particular department are: 


(1) The activity in the First Na- 
tional is over twice that in the Second 
and as a result, the average float is 
also about double. This undesirable 
condition in the First National was 
brought about by misdirected new 
business effort which secured a num- 
ber of accounts of other banks, which 
accounts were not the type that a 
bank situated such as the First Na- 
tional should carry. They were not 
in a position to compete with central 
district clearing banks on the basis 
of availability or interest payments 
and, therefore, were handling ac- 
counts that did not properly belong 
in their bank. 
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(2) Coupled with this was a failure to 
check periodically and revise the agree- 
ments under which these bank accounts 
were carried and in many instances it was 
practically impossible to determine just 
what specific agreement had been entered 
into. 

Again the necessity of account an- 
alysis comes to the fore and only in 
this manner can the First National 
determine what business it is in a 
position to forego with profit to itself 
and what adjustments must be made 
on certain of the business retained. 

Naturally, the basis and method on 
which checks coming from these banks 
are cleared by the First National, also 
have their effect on the earning power 
of this department. In many in- 
stances, complimentary balances were 
carried with these bank depositors on 
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which the First National received no 
interest and which balances were sub- 
jected to many restrictions. 

If we were to set about to build up 
the earning power of this weak bank 
to match the better bank, it would 
have to be accomplished somewhat 
as follows: 


(1) A more efficient investment of funds 
and a better handling of reserves could be 
made to produce an additional income 
Wiis b Lhd a candi dadentassanuel $9,420.00 

(2) A loan and investment policy as out- 
lined in the previous article would bring 
about a reduction in investment costs 
Le RET en IES < $1,060.00 

(3) A determination of the propriety of 
interest payments on these accounts based 
on a complete and accurate analysis of 
each account should reduce this cost at 
oss ccs ois, 3 cus eso asic ee auc $7,000.00 

(4) The adjustment of unprofitable ac- 
counts as determined by proper analysis 
and the recovery of at least the losses in- 
curred should produce additional income of 
Saree ere rn ey $2,000.00 

(5) The elimination of a number of de- 
cidedly active and unprofitable accounts 
whose balances will not compensate the 
bank, and which accounts never should 
have been attracted to the bank, should 
bring about a reduction in expense 
IG 6: cn ct uogeneen ! 


(6) Less the present loss of 
Rak Giicns Ge eG ae are $5,170.00 
(7) Gives us a profit of .$17,310.00 


The variation of $13,000 profit 
existing between the banks would 
be made up by the First National 
only when it was able to replace 
the business that had been elimi- 
nated by adding some additional 
business and attaining increased 
balances, all of which should be 
on a basis that was both profit- 
able and desirable to their bank. 

While the total operating costs 
in the First National are higher 
than in the Second National, 
unit costs reverse themselves and 
were lower in the First National 
than they were in the Second 
National. It has been our experi- 
ence that in nine cases out of ten, 
low profit banks show low unit 
costs and high profit banks show 
higher unit costs. 

The following computations 
develop the reason for this sel- 
dom expected condition. In the 
First National, 1,375,000 items 
were handled at an activity cost 
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Average daily balance 
LESS 
Daily average in process of collection 
8.1% Reserveinvaultand with banks 


INCOME 
Interest on 
available balance $2,731.92 at 4.75% 
Exchange received 


COST 

For activity 270 checks paid .03 each. . 
For activity 2030 checks deposited .03 
ee 
Interest paid... 
Exchange paid 
OVERHEAD 
For size $3,680.00 @ .10 per M per 
aR eae 

For maintenance @ .25 per month... 


LOSS FOR YEAR 





Average balance subject loearnings......... 


TOTAL COST......... 


ANALYSIS OF ACCOUNT NO. 1 
i eS $3,680.00 Average daily balance........................ $3,680.00 
LESS: 
$650.00 Daily average in process of collection $650.00 
298.08 948.08 9% Reserve in vault and with banks. 298.08 948.08 
2,731.92 Average balance subject to earnings........... 2,731.92 
INCOME 
Interest on available balance $2,731.92 
129.77 SI es Saks eb occ at ates ahs HENS eee 129.77 
; COST 
aia» aa 129.77 ACTIVITY 
400 Exchange Checks...... @ .003 1.20 
1500 Transit Checks..... ..@ .020 30.00 
270 Bookkeeping Checks @ .035 9.45 
7.10 25 Deposit Slins............ @ .164 1.10 
0 Cashed Checks........ ..@ .145 0 
60.90 105 Us Checks Deposited... _@ .003 30 
60.72 Interest paid @ 2%.. i is yal 60.72 
4.10 Exchange paid............. 1.10 
OVERHEAD 
On size $3,680.00 @ .10 per M per 
4.42 I oA Bey fecds arte ik nde 1.42 
3.00 For maintenance @ .25 per month... 3.00 
140.24 pg ie ) 117.29 
nse divs 10.47 PROFIT FOR YEAR........ 12.48 








of $40,250.00 or .03 per item, while in 
the Second National only 660,000 
items were handled at an activity cost 
of $33,000.00 or .05 per item. 

The First National, to build volume 
and reduce unit costs, obtained about 
100 accounts that produced aggregate 
balances of $300,000 and which con- 


tributed about 500,000 additional 
items in activity and $175,000.00 
additional float. To do this it was 


necessary for them to increase their 
expenses $7,000.00. 

Accordingly, the following factors 
went into their profit and_ loss 
account: 

Increased income from $300,000.00 
additional balances less $175,- 

000.00 additional float @ 5.50 

OT ES ere eee, 
Increased expense occasioned by 

the handling of this increased 


RSs aR ae $7,000.00 
Interest paid on these $300,000.00 

additional balances........... $5,000.00 
Net reduction in profits. ....... .$5,125.00 

In doing this the First National 


successfully reduced its item cost from 
about .0375 per item to .03 per item, 
but at the same time decreased its 
profits $5,125. 

It is the building of volume in both 
deposits and activity on this unsound 
basis that accounts for many banks’ 
constant increase in size without any 
substantial increase in earnings. It 
is the failure to recognize the economic 
principle that while higher volume 
may decrease unit costs, it at the same 
time will increase expenses somewhat 
and unless we get sufficient balances 
to produce an income that can absorb 
this increase in expense, profits will 


not increase in the same proportion 
as deposits and in many instances will 
actually decrease. 

Many banks in the smaller cities are 
carrying the deposits of other banks; 
and actively and progressively solicit- 
ing this type of business, when as a 
matter of fact they are neither geo- 
graphically situated nor _ physically 
equipped to care for this business on a 
basis that is acceptable to the deposit- 
ing bank or profitable to themselves. 

Analysis of Accounts 

In this and the preceding article, 
various comments have been made 
regarding an accurate and proper 
analysis of accounts to determine 
what earnings or losses are derived 
from them individually and to point 
the way to the ultimate adjustmett 
of unsatisfactory accounts to a -desir- 
able and profitable basis. 


N the analysis of accounts, nearly 

every bank has its own pet basis and 
it follows that they all cannot be right. 
One outstanding weakness is the use 
of arbitrary figures often designed to 
give a desired result rather than to 
produce true facts. As an analogy to 
this situation, I recall the story of a 
manufacturer who desired to increase 
his line of credit at his bank and knew 
that to do this he must show both 
increased profits and a better current 
position on his balance sheet. Accord- 
ingly, he set up his profit and loss 
statement, leaving out the closing in- 
ventory, and then said, “What must 
I make this figure to give me the 
profit and current position I need?” 

One of the strongest arguments used 


by depositors, particularly national 
organizations, in discussing the profit- 
ableness or unprofitableness of their 
accounts with banks, is that by far 
the greater number of banks do not 
know what it costs them to do busi- 
ness and are trying to analyze their 
depositor’s busiress arbitrarily. 
in the analysis of two different 
accounts (reproduced herewith), we 
have assumed that account No. 1 
represented the average account ap- 
pearing on the books of the First 
National and the facts contained 
therein were arrived at by dividing 
total balances, total float and total 
activity by 598, the number of accounts 
of other banks carried by this bank. 
In the instance of the analysis of 
account No. 2, these same facts have 
been worked out for the Second 
National, considering that it has only 
310 accounts in this classification. 
Account No. 1 is first analyzed on 
the basis of .03 per item as determined 
earlier in this article and based on the 
assumption that all types of items are 
equal in cost of handling; this is a 
generally accepted basis of analysis 
today, but one that we feel is far from 
accurate for large, very active accounts. 
This same account is then analyzed 
on the basis of what we have termed 
“Detailed Item Costs.” In this in- 
stance the cost of handling each type 
of item is worked out separately and 
provides, we feel, a most accurate and 
complete basis of analysis andone whicn 
a banker may use as a basis o1 judgment 
when considering the advisability of 
adjusting large and active accounts. 
It will be noted in the case ol 


Account No. 1, tnat it reflects a loss 
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Average daily balance................ 
LESS 
Daily average in process of collection 
15% Reserve in vault and with banks 
Average balance subject to earnings... 


INCOME 
Interest on 
available balance $6,221.16 at 5.10% 
Exchange received 


COST 

For activity 230 checks paid .05 each... 
For activity 1900 checks deposited .05 
ka dten sco Mies wiValenaeeanye sy 
Interest paid......... 
Exchange paid 
OVERHEAD 
For size $7,320.00 @ .15 per M per 
ED a ada wie k's eee een ones 

For maintenance @ .50 per month... 


TOTAL, COST...... 
PROFIT FOR YEAR 





ANALYSIS OF ACCOUNT NO. 2 
eee $7,320.00 Average daily balance... ..... 0k. cccecieesccee OO, 3RRGO 
LESS: 
$645.00 Daily average in process of collection $645.00 
453.84 1,098.81 9% Reserve in vault and with banks. 453.84 1,098.84 
Saleen 6.221.16 Average balance subject toearnings........... 6,221.16 
INCOME 
Interest on available balance $6,221.16 
317.28 IN 5 6 io: a tence dk 6 & wa ee ae oe 317.28 
COST 
Peed y 317.28 ACTIVITY 
300 Exchange Checks....... @ .005 1.50 
1480 Transit Checks........ @ .026 38.48 
230 Bookkeeping Checks... .@ .045 10.35 
11.50 25 Deposit Slips............ .232 5.80 
0 Cashed Checks........... @, .213 0 
95.00 95 Us Checks Deposited... ... @ .005 A7 
96.62 Interest paid @2%............5.. 96.62 
4.10 a igh prin wai Apion 4.10 
OVERHEAD 
On size $7,320.00 @ .15 per M per 
10.98 ORR erie ery Peenn ae 10.98 
6.00 For maintenance @ .50 per month... 6.00 
bei Sica 224.20 bie | So ) ree 174.30 
oepaae 83.08 PROFIT FOR YEAR........ 142.98 











of $10.47 for the year on a general 
analysis basis and a profit of $12.48 a 
year on a specific analysis basis. On 
the other hand. in the case of Account 
No. 2, the profit is increased from 
$83.08 on general analysis to $142.98 
in specific analysis. It so happens in 
these two examples that the specific 
analysis shows a greater profit than 
the detailed. It follows, however, 
that as an average, these accounts 


would be offset by other accounts in 
which losses would increase if analyzed 
in this manner. Suppose these two 
accounts were payroll accounts and 
involved the cashing of 1,500 checks 
instead of handling them through the 
transit department for collection. With 
cashed check costs being seven to ten 
times as great as transit item costs, 
both of these accounts would show a 
substantial loss. 


© The Manager Becomes 


LOSE to each other in a Canadian 

city are two branches of com- 
peting banks. The managers fight 
briskly for the business in their terri- 
tory but they recognize in each other 
sportsmanlike competitors. 

One of the managers has been par- 
ticularly successful in getting the cloak 
and suit accounts. They require careful 
handling by an experienced banker. 
The dating is long, usually ninety days 
from a fixed date, but as the goods are 
often shipped before that date, the 
paper may run for four or five months 
in some instances. Most of the cloak 
and suit houses have substantial cap- 
ital behind them and a clever banker, 
by accepting only the best paper, can 
avoid serious losses. 

The other manager is younger in 
experience and it has fallen to his lot 
to get most of the dress accounts. 
Dress paper is shorter. The usual 
dating is thirty days and by the time 
the draft has been accepted and dis- 


counted, the credit may extend for 
only half of that period. Dresses rep- 
resent items of $10 to $15 and are 
turned over rapidly, while cloaks and 
suits run $35 to $50 and are turned over 
slowly. Thus the dress firms often can 
be started on small capital, with an 
advance of $300 to $500 from a silk 
house, some sewing machines bought 
on time and with bank money to pay 
wages and other bills. This manager 
has a less solid type of customer but 
having more of them and loaning them 
each a smaller amount than the other 
manager loans to his suit and cloak 
customers, he gets stability through 
diversity. The ultimate ambition of 
every small dress operator is to go into 
the cloak and suit business and many 
of them take the plunge as soon as they 
have a few hundred dollars saved up. 
Usually the banker who has handled 
their business has the first opportunity 
of financing them when they go into 
the more expensive and more difficult 


In these computations the interest 
credited on the available balance con- 
sists of all interest income received 
from the use of these funds, less the 
cost of investing and managing them; 
being 4.75 per cent in the first instance 
and 5.10 per cent in the second. 

All of the figures used in these two 
examples are hypothetical and should 
not be used as a basis for analyzing 
the accounts of any specific bank. 


a Specialist 


line. Thus our second manager is also 
building up cloak and suit lines. He 
finds them more hazardous but he 
welcomes a few such accounts to diver- 
sify his business more. 

There are many cases in Canada 
where certain branch banks specialize 
in a particular line of business. Some 
times, visitors to Toronto or Montreal 
will be impressed by the fact that a 
large bank may have four or five 
branches in the downtown area, some 
of them within a tee-to-tee distance 
from each other. This results usually 
from mergers but is sometimes deliber- 
ate. One branch may specialize in 
brokerage house accounts and will be 
equipped to give rapid service in ex- 
changing hypothecated securities. An- 
other will specialize in mining brokers; 
another in bond dealers, and so on. 
Often they come to know as much or 
more about the broad general phases 
of a certain line of business than most 
of their individual customers. —F.S.C. 
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anker’s 


Hours 


The Pros, But 

Mostly Cons, of 

the Open-Door 
Policy 


By James H. Simpson 


F there is one thing more than an- 

other which raises the ire of the 

junior banker — which is a nice phrase 
I have thought up for “bank clerk” — 
it is the bland assumption by all and 
sundry of his friends and acquaint- 
ances that he starts work at ten and 
quits at three. 

The notion goes back to antiquity; it 
is as old as the equally mistaken theory 
that the world is flat. In certain cir- 
cumstances it is Thrust Number One 
in the interchange of kidding which 
we of the American business world 
dignify with the word “conversation.” 
Who, on leaving early for a round of 
golf, be he tinker or baker or candle- 
stick maker, has not been greeted by 
the passing friend with: ‘‘Well, well! 
Pretty soft, Bill! Bankers’ hours, 
eh?” 

The idea is so prevalent that it even 
tends to induce some naive, innocent, 
and lazy children, such as myself at 
eighteen, to enter the employ of banks. 
Then what a sad awakening is theirs! 
As a matter of fact, I knew when I 
commenced my “life work” that this 
three o’clock business was illusory, 
though I didn’t realize how illusory. 
My reasons for becoming a_ banker 
were somewhat more complex. My 
first experience with the business 
world had been as an office boy in a 
quiet wee office and one of my duties 
as such was to cash a ten dollar check 
which my boss, in those frugal days, 
used to draw for his personal expenses 
two or three times a-week. On these 
occasions | stood in awe of the con- 
fident young men who patronizingly 
threw me my two fives from their 
enormous resources. It looked like a 
great life to me. I wanted to give my- 
self airs too. Ah me! And then, when 
finally I became a teller myself, I 
never, somehow or other, matched 
those bright confident young men 
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“Well, well! Pretty soft, Bill ! 
Banker's hours, eh? *’ 





whom, as an office boy, I 
had observed! J was always 
torn between two fears — 
that I wouldn’t balance 
and that I wouldn’t get 
home in time for dinner! 
It is made easier for the 
youth of today. Now we 
have the machines, and we 
have “audit departments” composed 
of specialists who peacefully plow 
through the checking —often deferred 
until the next or even the second 
next day. We of the early nineteen 
hundreds knew nothing of audit de- 
partments. We were our own audit 
departments. After three we balanced 
our own little troubles and _ before 
ten the next morning we checked the 
work that others had done the day 
before. Painfully we wrote our own 
cash item lists, using an atrocious in- 
strument called a “manifold pen’”’ in 
order that the carbon copy might be 
not entirely illegible, and painfully we 
added them up. Month ends we inkily 
posted the entries in the customers’ 
pass books, grabbing bundles of checks 
from the files, every man for himself 
and devil take the hindmost. To vary 
the monotony there was, in those 
nineteen hundred month ends, the 
Carlton or Sullivan’s Hotel, where a 
bunch of the boys would lap it up for a 
few minutes recess, to return, full of 
vim and vigor—and what not—to 
resume the attack on the vouchers. 
Not seldom these would get sadly mis- 
laid, for our filing systems would have 
shocked the efficiency experts of today, 
and then one cruised the office in 
search of the missing file. One of my 
earliest banking recollections is of an 
old friend of mine, balancing “‘P to T’’, 
steaming about the bank demanding 
to know who the had the 
“Presbyterian Church in Canada.”’ 
But these things are of the past. 
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The midnight oil does not burn in the 
days of the machine and the fair girl 
file clerks. The efficient banking office 
of today is deserted by 9 p. m. at the 
end of the month, save by eerie janitors 
and the night roundsman. Never- 
theless, though the slogging night 
work of those colorful days of the 
early nineteen hundreds are over, this 
three o’clock business is as illusory as 
ever. 

For a somewhat different reason. 
Which prompts me to ask, gentle 
reader, which particular joke do you 
perpetrate at 3 p.m.? Do you, having 
a side entrance, solemnly pull down 
the blind and lock the front door, or 
do you, not having a side entrance, 
just pull down the blind? 


WE: being an efficient organization, 

perpetrate the former. We have no 
blind, for our front door is a ponderous 
brass affair, but we lock it and bar it 
top and bottom, and then hang up a 
neat little sign across it ‘‘Please Use 
Side Entrance.’ Not, I should add, 
on the outside, but on the inside. Out- 
side, our bank looks, after three, as 
impregnable as Gibraltar. There may 
even be, incredible as it seems, some 
of our customers who do not know 
that they can get in the side entrance 
just as readily as they can get out. If 
there are such, they are the very cus- 
tomers to whom my heart goes out, 
the simple kind who still look up to a 
banker, who still believe in signs, who 
still obey the law, who still humbly 
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accept the quoted rate instead of 
blowing cigar-smoke in our face and 
threatening to take their business 
elsewhere. 

Do you remember that kind of 
customer? 

But to most of them our office hours 
simply do not exist. By the sad forces 
of Competition we have got them in 
such a state of mind that they expect — 
and get—everything. I seem to re- 
member one of the old silent movies 
of the incomparable Chaplin. Charlie 
was uneasily standing in a long queue, 
advancing, with his wistful shuffle, 
step by step to a wicket. Just as he 
got there the wicket slammed “Closed.” 
That’s all I remember, but I don’t 
think it was a teller’s wicket. It might 
have been, though, for that was an old 
picture, and my point is that the 
thing was possible once, but not now. 

Nowadays we must be obliging, 
always. Though our heart is breaking, 
still we must smile. For is not our 
slogan “Bank with a Friendly Bank” 
or “The Bank for Service” or ‘““We Aim 
to Please’? The other day I was asked 
by a customer if we could not arrange 
to take a daily deposit from him at 
5:30 each afternoon. Ten 
years ago the shock would 


tenants of the living quarters upstairs, 
usually the staff. Nevertheless the 
front door was kept locked until ten 
and punctually relocked at three. Late 
callers were spied on through the win- 
dow, and unless they owed us money — 
unfortunately nearly everybody did — 
they gained no admittance. I think 
those Western Canadian customers of 
ours would have been suspicious of a 
bank which did not observe military 
discipline in the matter of hours. But 
that was several years ago; it may 
well be that all is changed now. I 
have got so used to Progress that I 
would be only mildly surprised if, 
revisiting Squawville, Alberta, I found 
night depositories installed. 


BUT sometimes I wonder whether this 

open-door policy is really neces- 
sary. Do the benefits offset the dis- 
advantages? We, perhaps, retain the 
good will of certain customers; we may 
even get a few new accounts —though 
presumably, so also do our competitors. 
There is, too, the sundry traffic which 
must be admitted—telegraph boys, 
messengers, and the like. And then 
many banks operate safe deposit de- 
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partments which are open from nine 
to four or even later and most of these 
banks have no separate entrance to 
the vaults. These are serious reasons 
why the door should not be locked. 
But on the other hand, there is the 
question of fairness to one’s own staff. 
Some offices solve this difficulty, in 
part at least, by having their tellers 
take turns as “‘late teller’ but drib- 
bling entries passing through up to 
4 or 5 p. m. are most disconcerting to 
the staff as a whole —the teller is only 
one cog in the machine. 

But, speaking of the machine, the 
staffs are not greatly to be pitied. If 
the counter dies a slow and agonizing 
death in these afternoons of Service, 
the greater speed with which we can 
close off the work, thanks to the 
machines, offsets the delay. My 
objection to the open door is not that 
it is hard on the staff. My objection 
is that it is dangerous. It is playing 
into the hands of the bandits. 

While your doors are locked you 
are safe from the hold-up men. At 
least I have yet to read, in our growing 
annals of crime, of gangs shooting 
their way through a locked front door. 

Such being the case, it is 





have killed me but the other 
day I merely stipulated for 
Saturdays and Sundays off 
and compromised on 4:30. 

The layman might imagine 
that it is only the small banks 
that are so obliging. But this 
is not the case. In fact it 








seems to work rather the other 
way. It has always been my 
experience that the policy of 
our large banks is sadly mis- 
understood by the average de- 
positor. He thinks the marble- 
halls institution does not want 
his little account and not even 
the action of one of our two 
largest banks in fathering the 
“Personal Loan Department” 
idea —for the avowed purpose 
not of getting $100 from him 
but of lending it to him —has 
quite disabused his mind. In 
point of fact, anyone who has 
worked in banks knows that 
the larger they are the more 
they go after business, large 
or small. Competition is keen- 
est in the cities, and it is com- 
petition which keeps the side 
door open. The force does not 
apply so fiercely in the small 
town, particularly the town 
with only one bank. 

I remember, in proof of this, 
my own experiences in West- 
ern Canadian rural branches. 
There, of course, there was no 
side door; the front door, in 
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apparent that a bank whose 
doors are open all the time 
the cash is unlocked, say from 
nine to five, is adding three 
extra hours to its risk-day. 
That it is adding 40 per cent 
to its risk of hold-up. In real- 
ity it is adding more than that, 
for bandits have a habit of 
preferring the quietness of 
the hours before and after 
‘“‘closing.”’ During these hours 
the counter is not so well 
guarded; the staff are intent 
on “‘back-stage’”’ duties; the 
officers, as like or not, are in 
conference, and the commis- 
sionaire —the man whose 
primary duty it is to watch 
strangers—has his coat off 
and is dusting the counters 
or laying out his pens and 
blotting paper. 

This, I submit, is a serious 
matter. It is sophistry to 
suppose that, because you 
may have insurance on the 
place, you do not have to 
worry about the chances of 
being held up. Directly or 
indirectly, it is the banks 
which pay —insurance pre- 
miums are the most elastic 
and adjustable things in the 
world. And_ besides — who 
wants to be made to lie face- 
downwards on the floor of the 
vault? 

Service . . Iam afraid 
I am not one of the leading 
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fact, served all purposes — 
customers, freight, and the 


There may be, incredible as it seems, some of our customers who still 
believe in signs 


apostles of it. I have an old- 
fashioned idea that banking 


(Continued on page 42) 





The Department That 
Nobody Knows Has Its 


Human Interest Side 


ing procedure is dull and uninterest- 
ing, there would scarcely be the 
popular appeal and following which 
banks generally enjoy today. 

Probably only those immediately 
connected with the sale or issuance of 
investment securities are familiar with 
the functions and mechanics of the 
corporate trustee. Of course, most of 
us know that when a trust company 
acts as trustee for a bond issue, the 
corporate trust department has charge 
of the securities and records relating 
to the bonds received, issued, delivered 
and cancelled, and the execution of 
requirements in the mortgage securing 
the bonds. But how are these duties 
performed, and what work is involved, 
exactly? Few bank men, even, could 
answer definitely. 

The public always warms up to an 
intimate peek into the inner workings 
of that mysterious place —the bank — 
and perhaps this article suggests a 
few advertisements and displays and 
booklets. 

The stupendous 
turnoverofwealth 
in the form of 
stock certificates, 
with practically 
no loss of time or 
interest to the in- 
vesting public,has 
been made possi- 
ble only by a series 
of developments 
in our industrial, 
commercial and 
financial facilities. 

In the days of 
°76 America had 
no commercial or 
financial facilities 
worth mention- 
ing. There were 
no banks and no 
securities and the 
currency in use 
was unstable. 
Shortly after the 
Revolution,banks 
were organized 


[i you were to assume that all bank- 
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By W. J. Irving 


and securities of various forms were 
introduced. 

With the progress of industry, trade 
and commerce, there came as a neces- 
sity the corporate form of ownership 
and management of business and 
property. Capital invested in a corpo- 
ration is represented by share certifi- 
cates, more commonly known as stock 
certificates, which are evidences of 
representative ownership of the corpo- 
ration. 

There are now many forms of certifi- 
cates evidencing ownership of various 
classes of property and business which, 
in the hands of millions of individuals, 
are daily changing in ownership by 
reason of sales, trades, gifts and dis- 
tributions under wills, intestacy laws 
and trust agreements. 

The selling and trading of shares of 
stock and similar registered securities, 





Just scraps of bonds from war-torn Europe—matched and replaced with new certificates 
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The automatic check-signer intrigues the public in the window 





THE BURROUGHS 


SNe 


<, 









brought into existence the investment 
brokers and stock exchanges. The 
members of the stock exchanges and 
other investment brokers serve as 
agents for the public in buying, selling 
and trading stocks, bonds and other 
securities. Although the basic purpose 
of the stock exchange is to maintain 
a market place for securities, its regu- 
lations, listing requirements and pub- 
licity of facts concerning the principal 
security issues in this country, render a 
most important service to the investing 
public. 


ITH the increase of transfers of 

stock and securities, came the de- 
mand of the brokers, stock exchanges 
and the investing public for dependable 
service, protection and more uniform 
transfer requirements. Then came the 
ever-changing laws of each state gov- 
erning transfers, the inheritance tax 
laws, the stamp tax laws and income 
tax laws. 

These laws of the various states and 
decisions of the 
Federal Court 
place a definite 
burden of respon- 
sibility upon the 
corporation when 
it irrevocably 
cancels and de- 
prives aregistered 
holder of his 
evidence of title 
to securities or 
shares of stock. 
For the relief of 
cost and respon- 
sibility to corpo- 
rations in connec- 
tion with this 
highly technical 
part of adminis- 
trative duties and 
for the protection 
and convenience 
of the investing 
public in general, 
came the develop- 
ment of the stock 
transfer division 
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of the corporate trust department by 
banks and trust companies. 

The corporation by resolution of its 
board of directors appoints the trust 
company its agent with the title of 
“Transfer Agent.’ The transfer agent 
is given custody of the stock books and 
stock records of the corporation and is 
given power to issue and _ transfer 
certificates. The transfer agent as- 
sumes all responsibility. 


P.VERY certificate of stock sold or 

eligible for sale on the New York 
Stock Exchange must be countersigned 
or registered by a responsible bank or 
trust company. The counter-signatures 
on the stock certificate by the duly 
qualified transfer agent and registrar 
are a protection to the investor and 
assurance that the shares represented 
have been authorized and _ issued 
pursuant to due corporate action. This 
practice enables the stock exchange to 
effect sales for cash without further 
examination of the validity of the 
certificate, thereby avoiding any loss 
of time and interest. 

The average small investor, whose 
number is now legion since the wide- 
spread sale of Liberty bonds during 
the world war, usually understands 
when he buys a bond that it is a gold 
bond (with emphasis on the word 
“gold’’), that it is secured by a mort- 
gage on property or other collateral, 
and that a certain bank is trustee. 
He does not investigate to see whether 
it is secured by a first or second mort- 
gage on fee or leasehold estate, but 
ordinarily relies upon the circular 
issued by the investment house han- 
dling the issue. 

The trustee’s duties and powers are 
defined in an “indenture,” commonly 
known as “mortgage deed of trust.” 
This deed of trust the trustee regards 
as his bible, and 
the stipulations 


adequacy of the security. Since 1910 
one bank has been acting as trustee 
for an issue of mortgage bonds of a 
certain short line railroad. It is des- 
ignated as paying agent for these 
bonds and their coupons. 

At that time Europe was investing 
its funds in our securities, particularly 
railroad securities, and was a creditor, 
whereas we were a debtor nation. The 
syndicate sold its holdings to small 
investors in northern France and 
Belgium and the railway company re- 
engraved its bonds in French and 
English text. 

Then came the world war in the 
summer of 1914 and records show that, 
as to a great many of these bonds, the 
last coupon paid was that which 
matured July 1, 1914, the coupon 
maturing the following January 1, 
1915, being the first of several past 
due and unpaid coupons still attached 
to the bonds. 


ROM time to time within the pre- 

ceding four or five years, the bank 
received packages containing two, 
three, ten or a few more of these bonds, 
all of which were of only $100 par 
value each, in various states of decom- 
position. In nearly every case the 
accompanying letter outlined various 
stories of the hardships incident to war, 
where the owner had endeavored to 
protect his or her sole savings against 
the invading German army and upon 
restoration of peace they had returned 
to find the hoarded securities either 
stolen or greatly deteriorated. 

In most cases the bonds had been 
buried in the earth upon short notice 
so that the holder could make good 
his own escape, since he could not take 
his personal effects and securities with 
him. In such cases the bonds were 
spoiled by dampness and exposure, 








contained therein y, 
are strictly fol- 
lowed. Few pur- 
chasers of bonds 
take the time to 
read the deed of 
trust; they take 
the word of the 
seller as to 
whether the re- 
quirements are 
adequate and in 
proper form for 
their benefit. Cor- 
porate trustees 
are particular 
about lending 
their names to 
issues of bonds, 
but of course the 
trust deed ab- 
solves them from 
responsibility for S 
the character or 





The method of selecting serial numbers of bonds slated for retirement—with ‘‘ten-sided pigeon eggs’’ 
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and it was a very difficult task to 
identify them. 

Inasmuch as the bonds were useless 
to the owners in such condition, since 
they were unable to cash the coupons 
or to sell the bonds, they applied to 
the trust company for relief. In most 
cases immediately after the war, the 
application was made by some widow 
or elderly person who had lost relatives 
in the conflict and who was in great 
need of funds. 

The market conditions of these 
bonds was such at that time that the 
company was able to purchase a num- 
ber of them for its own account at less 
than their par value, which bonds 
were held in the company’s treasury 
and which they agreed to deliver in 
lieu of a mutilated bond if the trust 
company would identify to its satisfac- 
tion any such mutilated bond and 
coupons accompanying it. The bank 
was to hold the mutilated bond in its 
vault for the company’s account and 
deliver to the company its trust receipt 
so that they could collect the annual 
interest and the face of the bond 
when it should mature. 

The first lot of bonds received had 
apparently been wrapped in newspaper 
and buried, for they were damp and 
much discolored and the paper had 
rotted except on the inside of the 
package. With great care the bank 
unfolded the bundle and separated the 
sheets piece by piece in an endeavor to 
identify the signature of its vice- 
president, which was required to au- 
thenticate the bonds, as well as the 
signature of the railway company’s 
officers and its corporate seal, in order 
to determine whether the bonds were 
genuine. 

The bank then endeavored to piece 
together the various scraps and 
mounted them upon sheets of paper 
for better identi- 
fication. In some 
NW cases it was neces- 
sary to varnish 
over the whole 
with transparent 
mucilage to pro- 
tect the restora- 
tion. 


N othercases the 

small bundle of 
securities was so 
stuck together, 
defaced and mu- 
tilated that the 
bank was obliged 
to soak them in 
water for a few 
days before it 
could begin to 
separate the 
sheets. When the 
entire mass was 
somewhat 
loosened by this 


(Continued on page 36) 
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THE BURROUGHS 


n Agriculture, It Is Vision 


What an Arkansas Banker Saw and 
Accomplished for His Community 


IGHTEEN years ago, while lum- 
E; ber companies were busy cutting 
the timber off the land in Bradley 
County, Arkansas, Carl Hollis looked 
far into the future. Realizing that 
agriculture must eventually become 
the backbone of the finances of his 
community, he went to work system- 
atically to make his vision of a pros- 
perous agricultural county come true. 
In 1923, eleven years later, the fol- 
lowing estimate of Carl Hollis, then 
vice-president of the Merchants and 
Planters’ Trust and Savings Bank, of 
Warren, Arkansas, and now its presi- 
dent, appeared in the Southern Agri- 
culturist: 

“It would probably not be fair to 
attribute the interest Mr. Hollis has 
in agriculture and in country people, to 
philanthropy. I think it would be 
fairer to attribute it to vision. He sees 
that the future of his county and of the 
country depends upon the prosperity 
of the rural districts and has acted 
accordingly. Bradley County is now 
a lumber county. The four mammoth 
lumber plants are the center of the 
town’s business activities. It is said 
that Warren ships, on an average, a 
carload of lumber every fifteen min- 
utes. But the forests are being cut 
away. In the course of two or three 
decades, at most, the big lumber plants 
will have to be dismantled . . . So 
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Carl Hollis 


this banker has pinned his faith to the 
soil and the men who cultivate it.” 


* * * 


When Bradley County acquired its 
first county agent, Carl Hollis formu- 
lated his dream of a contented and 
prosperous rural community. At least 
his dream was well under way in 1912. 
In the beginning, he was interested, as 
many another up-to-date banker has 








On the left——-the committee of farmers and 

farm women who met with the agricultural 

committee of the Chamber of mmerce. 

On the a Merchants & Planters 
rust and Savings Bank 


been, in extension work. He and his 
institution gave ample credit to the 
boys and girls in club work for the pur- 
chase of fine live stock and poultry. He 
saw to it that the bank co-operated in 
all of the many activities of the county 
agent. Later a home demonstration 
agent was employed and his vision of 
the future broadened. He began to 
see a better home and a contented 
family as a necessity on a well man- 
aged farm. The man’s dream had be- 
come an actual portion of his life and 
he steadily and persistently pushed 
forward toward a fixed goal. 

Six years later, the Quorum Court of 
the county refused to make an appro- 
priation for continuing extension work. 
The loss of the services of a home 
demonstration agent at this critical 
period in the growth of the community, 
meant the complete breaking up of 
Mr. Hollis’ plans and dreams. Rising 
to the emergency, he persuaded the 
board of directors of his bank to finance 
the services of a home demonstration 
agent as a long time investment. The 
directors agreed to pay the woman’s 
salary for the following three years. By 
the end of two years, this work, done 
under the supervision of the bank, was 
so eminently successful that the Cham- 
ber of Commerce of Warren asked per- 
mission to assume the salary of the 
home demonstration agent. 
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CLEARING HouSE 


It will be seen that Mr. Hollis does 
things individually when they are ab- 
solutely necessary. He, also, has the 
rare ability of making his board of 
directors see the visions he sees and 
then enlisting the board’s help when it 
is needed. Last, but by no means 
least, he eventually sells or demon- 
strates the real value of his dreams to 
the solid business interests of his own 
home town. To put it another way, 
this banker is at all times and under 
all circumstances willing and ready to 
step aside when a larger group becomes 
educated to the point of carrying on a 
campaign for the betterment of the 
community. 


HE Chamber of Commerce, with 

Mr. Hollis’ help as chairman of the 
agricultural committee, outlined care- 
fully a county improvement program 
for five years and began operations. 
But by 1921 the Quorum Court saw the 
error of its ways. At any rate, when 
the Chamber of Commerce petitioned 
the court to appropriate $2,500 to 
match the same amount from the state 
and federal governments, it was done. 
At the same time, the Chamber of 
Commerce of Warren agreed to con- 
tinue to put up $5,000 from its own 
funds for the good of the cause. With 
an annual income of $10,000 for the 
ensuing five years, the agricultural 
committee of the Chamber of Com- 
merce developed a program of work for 
the county as a whole. When a strong 
county agent and a home demonstra- 
tion agent were assigned, they were in- 
structed to work in the closest co- 
operation with the County Health 
Nurse, and these three agents were to 
keep in constant touch with the County 
Superintendent of Schools. Thus the 
program was placed in the hands of all 
of the agencies regularly at work in the 
county and every portion of territory 
could be reached readily. 

After the five year program had been 
completed, the sponsors sensed the 
necessity of closer co-operation of the 
farmers and their wives. So in 1927, 
a large, strong committee representing 
the various communities in Bradley 
County, came into existence. This 
committee has been of great assistance 
in making the program of work fit the 
absolute needs of the whole rural group. 


* * * 


Not long ago, the writer had the 
pleasure of meeting one of the men 
who had served as county agent in 
Bradley County a few years ago. In 
the course of the conversation, the 
agricultural expert was asked the 
secret of Mr. Hollis’ success. A broad 
smile illuminated the man’s face as he 
replied, ““Well, there are several things 
which have made Mr. Hollis’ work a 
success. In the first place, he never 
lets go after he starts anything. Other 


men can become discouraged and drop 
the fight for better things; but he 
merely sets his jaw tight and goes right 
on plugging all the harder. He simply 
hangs on like grim death until things 
come his way or he knows absolutely 
they cannot be done. 

“Of course, you already know that 
he is past master in the art of co- 
operation. He can work in perfect 
harmony with any individual or with 
any organization. But, at the same 
time, he can go it alone and get results, 
if it is absolutely necessary.” 

* * * 

In 1924 Warren shipped as much 
lumber as any other point in the 
United States. Four years later one 
of the big mills “‘cut out’ its holdings. 
Within the next three years another 
mill will have to close up and leave 
only one mill operating in Bradley 
County. 

The campaign for more farming and 
more diversified farming has gotten 
very definite results. The production 
of tomatoes and potatoes in 1928 
reached a point where eighty-one cars 
of tomatoes and twenty-one cars of 
extra early potatoes were shipped. 
That same year 9,500 bales of cotton 
were marketed. Thirty-eight com- 
mercial orchards are being developed. 
Six years ago, the average yield of 
corn in the county was nine and one- 
half bushels per acre, while in 1928 it 


had risen to seventeen bushels. More’ 


dairy cows are being milked each year. 
Even the number of purebred hogs is 
increasing rapidly. 

While dollars and cents are of great 
interest to Mr. Hollis as a conservative 
banker, he never forgets that good 
homes are as important as fine farms. 
Through his bank he has even offered 
prizes for yard beautification and in 
home improvement contests. He has 
urged farmers to borrow money with 
which to paint their homes. 

Mr. Hollis has been the chairman of 
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the agricultural committee of the 
Chamber of Commerce from the time 
of its organization. In recognition of 
his success in developing the agricul- 
tural program in Bradley County, he 
was appointed a member of the agri- 
cultural committee of the Arkansas 
State Bankers Association. He has 
served continuously on this com- 
mittee with the exception of one year 
when he was president of the state 
organization. 

Probably the most outstanding ac- 
complishment of Carl Hollis, is the 
growth and establishment of a com- 
plete understanding between all classes 
of citizens in town and in the country. 
Co-operation, real, honest, everyday 
co-operation, has caused the business 
men of Warren to put their hands deep 
into their pockets to finance every 
worth while community movement. 
It has, also, made them give generously 
of their own time. Even the big lum- 
ber companies, which usually show no 
interest in campaigns of this type, 
have been active in the good work. 

Many years ago Carl Hollis sensed 
clearly the fact that the banker holds 
a peculiarly strong strategic position 
in his own home town and the sur- 
rounding territory. So he began by 
a judicious use of his influence to 
change the ideas and opinions of the 
people with whom he came in daily 
contact. Gradually as he sold his 
ideals to others, he became a man of 
deeper faith and wider outlook in his 
planning for the future. Seeing and 
feeling the possibilities of a town of 
only 2,500 inhabitants and a county 
about it, Carl Hollis has been able to 
develop an unusually strong commu- 
nity from a territory where a few 
years ago the hum of sawmills gave 
no hint of well-painted farm homes, 
fertile fields and a contented farming 
territory. 

Carl Hollis has been and still is a 
man of vision. 


Simple But Eloquent 


OTS of banks have tried their hand 
at coining a slogan. . But to this 
observer’s mind, the First State Bank 
of Pineville, Kentucky, has done as 
good a job as most of them. 

The motto of this bank is ““Time 
Tried, Panic Tested.” 

Pineville, by the way, is only a dot 
on the map but an important trading 
center when you hunt it out. One 
drug store there advertises “the home 
of a quarter million prescriptions,” 
dating back to the time the store 
opened, forty-six years ago. An aver- 
age of 1,000 prescriptions are filled 
each month by this store; one doctor 
contributing a daily average of fifty, 
with a high record to date of seventy- 


two prescriptions written in one day. 
Many of them were for out-of-towners 
from the mining settlements, although 
patients also come from nearby Vir- 
ginia and Tennessee. 

In a section like this, newly opened 
by the Dixie Highway, life and banking 
both are different from what we know 
in northern states. Probably folks get 
to town less frequently, because of 
bad roads, faulty transportation (often 
mulebacks) and lack of time. For this 
reason the prime requisite of a bank 
would be to stand without hitching; 
or, in other words, to be there when a 
depositor comes to town next time. 

“Time Tried, Panic Tested’? seems 
to suggest this. —F. B. B. 





Thirty 





THE BURROUGHS 


(Yanadian Notes and Comment 


‘NOME banks allow important mile- 
s stones in their history to slip by 
without any public reference to 
them. Anniversaries present a legiti- 
mate opportunity for banks to stress 
their records of progress and stability. 
The older institutions particularly can 
create confidence at this time by re- 
minding the public how banking serv- 
ices have been maintained over long 
periods irrespective of depressions. 
Considerable local interest has been 
aroused at many Canadian points 
where branch anniversaries have been 
observed. The Lindsay, Ontario, 
branch of the Dominion Bank recently 
celebrated the fiftieth anniversary of 
the establishment of the branch and 
the management took the opportunity 
to express appreciation to the public 
for their patronage through the local 
paper in interesting and timely copy. 
Managers of the branch since its in- 
ception were given, with their terms 
of management. Comparative figures 
showing the growth of the bank during 
the half century and other historical 
data were also included. It was inter- 
‘esting to note that during the fifty 
years, eight managers were in charge 
with the term of incumbency varying 
from two to twenty-five years. Among 
the congratulations received by M. E. 
Grant, the present manager, were those 
of old clients who had been customers 
of the branch for the fifty-year period. 
cS * * 


The problem of banks at “failed 
communities” is ever present in Can- 
ada. Many branches have been estab- 
lished at points which have been 
created by some sudden unjustified 
agricultural or mining expansion and 
business has collapsed on the termina- 
lion of the boom. Canadian banks 
have met this problem by continuing 
such branches at a loss for a trial period 
until it is shown there can be no revival 
in the near future. In order to give 
the point a further test it is sometimes 
possible to continue the office as a sub- 
agency with a reduced service from 
a nearby long established branch. 
This enables tne bank to cut down 
operating expenses and at the same 
time reduces any hardship to residents 
by the sudden removal of banking 
facilities. If the bank finds it neces- 
sary to close the branch, accounts are 
transferred to the nearest branch or 
branches at the wish of the customer. 
Banks will often retain buildings and 
equipment in many small towns where 
the business has failed and will re-open 
the branches at any sign of revival. 
For the nine months ending September, 


By G. A. G. 


1930, Canadian banks closed thirty- 
five branches. Of this total, thirteen 
were sub-agencies and twenty-two 
regularly established branches. While 
various factors, such as merger duplica- 
tions, contributed to this total, many 
of the offices closed failed to produce 
enough business to warrant the bank 
staying. It is interesting to note, 
however, there was no loss to deposit- 
ors with the closing of the banks and 
in fact the only loss occasioned was 
absorbed by the head offices of the 
banks operating the unprofitable 
branches. 
* * ok 

An interesting experiment with mail- 
ing lists was conducted by the manager 
of a Canadian city branch in an out- 
lying shopping area. This manager 
obtained the co-operation of his retail 
store clients who supplied him with 
mailing lists of their customers. The 
manager reasoned that names of regu- 
lar customers of nearby stores were 
probably better prospects than a “hit 
or miss’”’ directory list, as shoppers in 
that area could no doubt be persuaded 
to conduct their banking at a bank in 
the same locality. In sending out his 
letters, each list was kept separate and 
the results tabulated. While the gen- 
eral response was considered satis- 
factory, the mailing list of a retail 
establishment selling high-priced shoes 
gave the best results. 

* * * 

The Bank of Nova Scotia recently 
awarded the contract for their new 
$7,000,000 building to be erected in 
Toronto. Plans call for a structure 
365 feet in height which will permit 
the inclusion of twenty-five to thirty 
stories. The decision of the bank to 
proceed with this work at an early 
date should create confidence and will 
no doubt encourage other corporations 
to proceed with postponed expansion 
plans. The Bank of Nova Scotia has 
its head office in Halifax, Nova Scotia, 
but the office of the general manager 
is located in Toronto and will be 
housed in the new building which will 
be the main Toronto office. 

* * * 

Beaudry Leman, general manager 
of the Banque Canadienne Nationale, 
was re-elected president of the Cana- 
dian Bankers Association at the annual 
general meeting held at Montreal. 
Officers were re-elected as follows: 
Honorary presidents: Sir George Burn, 
Ottawa, E. L. Pease, vice-president, 


Royal Bank of Canada; Sir John Aird, 
president, Canadian Bank of Com- 
merce; Sir Frederick Williams-Taylor, 


vice-president, Bank of Montreal and 
C. E. Neill, vice-president and man- 
aging director Royal Bank of Canada. 

President: Beaudry Leman general 
manager, Banque Canadienne Nation- 
ale. Vice-presidents: J. A. McLeod 
general manager, Bank of Nova Scotia, 
S. H. Logan general manager Canadian 
Bank of Commerce; M. W. Wilson, 
general manager Royal Bank of Can- 
ada and H. B. Henwood general man- 
ager Bank of Toronto. 

* * * 

That moving days can_ produce 
business for banks as well as for the 
cartage companies, is shown by the 
experience of a branch of a Canadian 
bank in a western city. Around the 
first of May and October, the semi- 
annual trek of apartment dwellers to 
new domiciles is at its height in many 
cities. An enterprising manager who 
had several apartment blocks in his 
area, obtained the list of the new- 
comers from rental agents and the 
first letter received by the new occu- 
pants of the suites was a friendly 
letter of welcome from the neighbor- 
hood bank. A customer who opened 
an account as a result of the letter 
relates that he had moved into a block 
in this locality from a section of the 
city where he had been well known 
and in contrast with his old surround- 
ings he felt like a “‘stranger in a strange 
land.”’ The friendly tone of the bank’s 
letter impressed him while he was in 
a receptive mood and he responded to 
their invitation to call and made a 
substantial deposit as a result. 

* * * 

The Penny Bank plan which was 
introduced into Edmonton, Alberta, 
schools largely through the efforts of 
a chartered bank, has more than jus- 
tified itself in its brief period of 
operation. Statistics issued by the 
Edmonton school board show that 42 
per cent of the public school children 
are saving money through the system 
and in a period of six weeks 5,129 
students deposited $4,473. Some op- 
position to its introduction was en- 
countered at the outset by some who 
thought that the plan might cause 
jealousy and unrest among students 
who were not so plentifully supplied 
with money for deposit as some of their 
more fortunate companions. The sta- 
tistics, however, show that its popu- 
larity was the same, irrespective of the 
type of residential sections served by 
the schools. 

* * * 

Farmer customers of the Canadian 

Bank of Commerce who exhibited at 
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A bond is merely a loan which fluctuates con- 
stantly in value. There never has been a bond 
issue stable enough to purchase and forget. 
Although 1930 has seen “‘the best bond market 
since 1927,” it has also seen the lowest bond prices 


in ten years for a long, 


N Oomd e C Nn long list of issues. A good 


bond market is not a guar- 


the WO rd Bond antee that all bonds will 


appreciate — or even that 
losses will not be suffered in individual issues. 
>> Hundreds of bankers, using Moody’s Super- 
visory Service to supplement their own good 
judgment, have consistently succeeded in keep- 
ing the market value of their bond investments 
above cost. They do it without sacrificing yield 
and marketability. And that is a matter of 
provable fact, which you can check! 
Cost? Fees are based on the work involved 


rather than the value of funds invested. And 


in case after case, 
bankers tell us that the MQ QC) 
ultimate cost is nil be- INVE STORS 


cause of the losses elim- 
inated...the better re- 65 Broadway, 

sults obtained. May we explain the application 
of Moody’s Supervisory Service in your bank? 
And give you an estimate of cost after we have 
analyzed your problem? Kindly address our 


principal office. 
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the Royal Winter Show at Toronto, 
were able to have funds transferred 
direct from their home branches to a 
branch of the bank which was estab- 
lished in the Winter Show building. 
The office was opened for the con- 
venience of exhibitors and visitors and 
gave an up-to-the-minute banking 
service during the term of the exhi- 
bition. 
& * A 


With old man winter beginning to 


assert himself, the bankers’ hockey 
leagues in various Canadian cities are 
beginning to swing into action. In 
Montreal the bank hockey league is 
commencing its twenty-fifth season 
with four fast teams taking the ice. 
The banks represented are the Royal 
Bank of Canada, Bank of Montreal, 
Banque Canadienne Nationale (last 
year’s champions) and a new team 
representing six banks, the Canadian 
Bank of Commerce, Bank of Toronto, 
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Bank of Nova Scotia, Imperial Bank, 
Dominion Bank and La Banque Pro- 
vinciale du Canada. Hockey is a 
“‘disease’”” in Canada and even man- 
agers of bank teams are expected to 
make reputations. One can therefore 
sympathize with the hard-boiled coach 
of a banker’s team who said that all he 
needed to hold up the hockey prestige 
of his institution was a couple of bank 
mergers and twenty or thirty staff 
transfers. 


These Formulas for the Salvation of Business 


assistance of the state and its various 
subdivisions. 

The friends of this plan have long 
urged it as the most effective means of 
reducing the peaks of prosperity and 
filling in the gullies of depression. “‘Let 
the state postpone public works during 
periods of prosperity and concentrate 
them during periods of recession.”” Un- 
fortunately the public works program 
cannot always be manipulated accord- 
ing to the exigencies of the business 
cycle. Bridges must be built, insti- 
tutional buildings erected and highways 
constructed as soon as approval has 
been secured and the funds raised. It 
is extremely difficult to make an 
engagement with the business cycle, 
‘ for it is not in the habit of forecasting 
its own changes. The postponement 
of needed public construction is neces- 
sarily indefinite and the date of ful- 
fillment uncertain. The problem of 
financing also offers difficulties. Any 
attempt to accumulate a surplus in the 
treasury would provide a cruel tempta- 
tion to the statesmen who are listening 
to thousands of constituents pleading 
with open arms for needed postoffices, 
waterway improvements, pensions and 
have a legion of worthy causes to serve. 
Senator Borah recently stated that not 
a dollar in the Treasury is sacred as 
long as a single man is out of a job. On 
the other hand, the commendable im- 
pulse to increase expenditures when the 
depression is with us, operates under 
the practical difficulty of declining 
revenue. Undoubtedly the long-time 
planning of public works has much to 
commend it. The difficulties outlined 
are not insuperable and may in the 
course of time be overcome. At 
present, however, the plan is merely a 
palliative, albeit an excellent one as 
far as it goes. 

The three remaining suggestions for 
the revival of prosperity rest more or 
-less upon the assumption that our 
present difficulties find their origin in 
monetary causes. According to this 
school of thinkers, prices have declined 
because the quantity of purchasing 
media consisting of currency and bank 
credit is inadequate. The scarcity 
may be due to the failure of the central 


(Continued from page 9) 


banks of the world to relax their hold 
upon credit and currency sufficiently 
to permit free exchange at satisfactory 
prices, or it may be due to the in- 
adequacy of the gold upon which the 
monetary and banking structures of all 
gold standard countries rest. Mr. 
Macauley, president of the Sun Life 
Insurance Company of Canada, has 
urged the Federal Reserve banks to 
enter the open market and stuff their 
portfolios with government bonds. 
Paying for the bonds in reserve funds 
would permit the member banks in 
which they were deposited to pay off 
their indebtedness to the central bank 
and increase their own accommoda- 
tions to their clients This would 
permit the latter to undertake projects 
held in suspense, etc. The theory is 
simple and attractive but there are 
certain sobering facts at hand which 
suggest that it is largely illusory in its 
promised succor. 


HE first is that the Reserve banks 

have been in the market heavily for 
the past year and now hold more than 
600 million dollars of government 
bonds. Secondly, discount and ac- 
ceptance rates are now at their lowest 
points in Federal Reserve history. 
Finally the member banks have all the 
reserves necessary to make whatever 
loans are safe and reasonable in the 
circumstances. Every banker knows 
that it requires more than a change in 
the interest rate to endow a poor loan 
with the virtue of safety. The restraint 
on bank credit now is not the rate of 
interest, the policy of the central bank 
or the lack of reserves, but pre- 
eminently the scarcity of good risks. 
Before leaving this subject it is also 
necessary to question the propriety of 
placing upon a government agency the 
responsibility of restoring business to 
good health. 

Of a cognate nature is the proposal 
that something be done about the 
world’s gold supply. Certain students 
of economics such as Cassel, Strakosch 
and Kitchen, hold that the business 
world is in the gutter because the 
supply of gold during the last decade 
has not increased as rapidly as their 


calculations show it to be necessary. 
By selecting years of similar price 
levels prior to the war, they discovered 
that the rate of increase in the world’s 
stock of gold during the intervening 
years proceeded at the average annual 
compound rate of approximately 3 per 
cent. Hence if stable prices are to be 
maintained at the present time, some- 
thing must be done about the gold 
supply, for it is growing at a rate of 
barely 2 per cent a year. The reasoning 
here seems so utterly abstract and so 
far removed from those realities which 
confront the average banker and busi- 
ness man that he is unable to compre- 
hend it. Without going into the 
theoretical and statistical details of 
this position, suffice it to say that The 
London Economist tested it by measur- 
ing the rate of increase in the stocks of 
monetary gold held by the leading 
central banks and governments of the 
world. That is the vital and effective 
part of our gold supply. It found that 
these stocks in the aggregate have ex- 
panded at an annual compound rate 
of 4.9 per cent since the war. The 
writer, in another connection, made an 
independent examination of the same 
kind and found an annual rate of 4.74 
per cent. Even if the gold scarcity 
theorists are correct in their premises, 
this line of approach to a revival of 
prosperity offers little promise. 

The discrepancy between retail and 
wholesale prices has been advanced as 
a reason for the reluctance of consumers 
to enter the market and make necessary 
purchases. Even if that is correct, 
there is little in the fact of any value 
in raising business out of the doldrums. 

The promised cure for depression is 
much like the fabled pot at the end of 
the rainbow. It presents an irresist- 
ible appeal to students as they pursue 
the mirage of economic salvation. It is 
probable that no single simple remedy 
will ever be found adequate to effect a 
cure. That will have to come through 
slow natural processes and as that in- 
scrutable destiny which guides our 
business fortunes compounds the talis- 
manic remedy, it will in all probability 
reach into many jars for the thera- 
peutic ingredients. 
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CLEARING HOUSE 


Have you 


considered this wa 


NOW, before the new 
year begins, is the time to lay plans for increasing profits in 1931. 


Now is the time to determine whether the methods you used 
this year can be improved next year —to put your finger on spots 
where time and dollars, now being wasted, can be saved—to 
compare the results produced by other methods with those you 
have secured—to consider how you can reduce expense and 
increase business by newer and better methods. 


How, for instance, are you now handling the many name and data 
writing operations in your bank? How are ledger sheets and state- 
ments headed up, payroll forms written, trust records kept, letters 
and bulletins prepared and addressed? How is routine data be- 
ing written on all the different kinds of forms used in your bank? 
ls every single letter of every single word being laboriously 
written or typed ? 

Thousands of banks have found that Addressograph imprints 
and addresses practically every form used in modern banks at 
less cost, without error, and 10 to 50 times faster than is possible 
by the old hand methods. 


In all sizes of banks, from the smallest to the largest, 
Addressograph equipment is speeding up the daily routine by 
automatically and accurately writing countless forms —eliminat- 
ing costly mistakes, saving time, getting sales messages out 
regularly and systematically—in a word, building profits by re- 
ducing expense and increasing business. 


The Addressograph representative in your locality will gladly 
demonstrate to you how Addressograph will help solve your prob- 
lems of reducing expense and building business. 


ADDRESSOGRAPH COMPANY 
General Offices: 901 W. Van Buren Street, Chicago, U.S. A. 

Canadian General Offices: Addressograph Co., Limited, Toronto, Ontario 
European General Offices: Addressograph, Limited, London N. W. 10 
Divisions of Addressograph International Corporation 
Factories: Chicago, Toronto, London, Berlin, Paris 


Sales and service agencies in the principal cities of the world 


Copyright 1931. Addressograph Co. 


Smati Addresso- 
graphs operate at 
speeds from 5W0 to 
1,800 impressions 
an hour. Print 
through a ribbon. 
Prices from $20 
to $264.75, f. 0. b. 
Factory. 





Electric and automatic Addressographs 
— print through a ribbon— speeds from 
2,000 to 12,000impressions an hour. Elec- 
tric machines $295 to $870— automatic 
machines $595 to $12,750, fo. b, Factory. 





Class 5200 Dupligraph produces 50 

personalized letters an hour with name 

and address, salutation, body of letter 

and date. Prices $300 to $350, Other dup- 

ficating machines $57.50 to $2,025, f. o. b. 
Factory. 
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Story of the Trust Companies - 


the first to engage in fiduciary opera- 
tions, but they were beginning to take 
on specialized functions which have 
been added to and augmented until 
the present time. The first of these 
special services was that of safe de- 
posit. This business was forbidden 
to the national banks and since there 
was a demand for safekeeping services, 
the trusL company was quick to seize 
this opportunity for service and profit. 
Another specialized service was one 
that resembled savings banking very 
closely. It will be recalled that some 
of the early companies were permitted 
to pay interest on deposits and this 
attracted funds even from commercial 
banks, which paid nothing. This 
practice came to the notice of the 
legislators of New York who pointed 
out that the definite purpose of savings 
banks was to conserve the funds for 
“that large class of the community, 
the laboring poor.” In this respect 
they stated that “savings institutions 
judiciously conducted are among the 
noblest and most meritorious public 
charities that can well be devised 
. and should be watched by the 
legislature with sleepless vigilance.” 
As a result of this investigation there 
followed a special sort of rules designed 
‘to protect the saver and keep the 
savings funds separate from the gen- 
eral funds of the company. 


ANOTHER factor that is largely re- 

sponsible for the growth of trust 
companies was the National Bank Act 
as was originally passed in 1863. Any- 
one familiar with the Act as first drawn 
up and as was actually enforced for 
many years, will recall how rigid it 
was in regulating the services that 
national banks might perform. The 
above mentioned services were not 
permitted to national banks, which, 
besides, were not allowed to have any 
connections with corporations in aiding 
with their financing. ‘They were con- 
lined strictly to the well known field 
of commercial banking such as issuing 
notes, handling certain short term 
paper, doing some deposit and dis- 
count business and the like. Those 
forbidden fields of the national banks 
were rich pastures for the trust com- 
panies. ‘They were quick in seizing 
these opportunities and before the 
national banks were aware of what had 
happened, this business was almost 
entirely in the hands of the trust com- 
panies, and at the same time the 
national bankers had to stand by and 
watch their deposit accounts slipping 
away and going to the institutions 
that paid interest on deposits. 

In the course of a few years of this 
unbridled activity, the trust companies 


(Continued from page 20) 


had gained a distinct advantage over 
the other commercial bankers. They 
were becoming large and powerful and 
rapidly acquiring a_ position that 
made it possible for them to dictate 
certain terms. During this period of 
accumulating assets, they were not 
regarded as banks. Hence they were 
not subject to either state or national 
bank regulations. They were not 
required to maintain reserves, as were 
the banks, yet they used the banks as 
a place in which to deposit their funds 
and demanded that the banks pay 
them an interest on their deposits. 
They furthermore demanded that the 
banks be in readiness at all times to 
meet their demands for cash and to 
clear and handle their checks for which 
nothing was paid. Also the trust 
companies enjoyed years of nearly 
complete immunity from taxes. They 
were not taxed as banks, even though 
they were doing the same business as 
state or national banks, with the 
exception of note issue which the 
latter enjoyed. This discrimination 
led to much litigation which lasted 
over a considerable period of time and 
extended to every state in which trust 
companies were operating. For the 
most part, the only tax that was 
levied upon trust companies was a 
franchise tax for state purposes. This 
rule held until relief was granted by 
the various state legislatures at irregu- 
lar intervals along from 1888 to as late 
as 1908, which brought trust compa- 
nies under the same laws as those 
applicable to state and national banks. 
These are some of the causes which 
account for the phenomenal growth 
of the trust company. Of course the 
actual service rendered by the trust 
companies in their period of operation 
is not to be minimized in the least, 
although the advantages which they 
enjoyed over the other commercial 
banks have had a great deal to do 
with the trust companies getting into 
the field and holding their position of 
paramount importance. 


HE great growth of trust companies 

did not come until the years which 
followed approximately the year 1885. 
Prior to that date the greatest number 
al any one time could not have exceeded 
one hundred. The first report ever 
made by trust companies to the 
Comptroller of the Currency was that 
of 1875 at which time his list includes 
reports on thirty-five concerns, which 
number gradually increased until we 
had about one hundred in 1885. From 
1885 to 1900 the number more than 
doubled, while from 1900 to 1910 it 
increased some 276 per cent, according 
to the Comptroller’s figures. Since 


then the number has steadily increased 
until now there are approximately 
3,000 trust companies in operation. 
The statistics of the last three or four 
years are not so significant as are those 
of prior date for the reason that trust 
companies are now included along 
with state banks in the reports. 


T! IE numerical growth in trust com- 

panies is of little significance as com- 
pared with their increase in assets and 
banking resources. In the period of 
their existence in the sense of a “‘mod- 
ern trust company” they have out- 
stripped state and national banks both 
individually and as a whole. From 
1904 to 1927, when the last report of 
value is available, the average net 
worth of trust companies averaged 
better than six million dollars larger 
than national banks, which were their 
nearest competitor. The average capi- 
tal stock of trust companies actually 
averages up to be greater than the 
average net worth of national banks, 
while the average of state banks in 
both their net worth and capital stock 
is so far below the average of trust 
companies that a comparison is use- 
less. One has only to look around in 
any of the larger cities and see the 
predominance of trust companies. At 
the present time there is no clear-cut 
distinction between state banks and 
trust companies. However, until the 
year 1927 trust companies and state 
banks were reported upon separately 
by the Comptroller in his annual 
reports. 

The record of failures of trust com- 
panies is one thing for which they may 
justly feel a degree of pride. During 
thirty-three years of their operation, 
from 1892 until 1925 when the last 
authentic statistics are available, the 
total number of failures was not more 
than 225. The percentage of failure 
to the number in operation is exceed- 
ingly small —in only eight of the thirty- 
three years did the percentage exceed 
one per cent. This is a remarkable 
record and speaks well for the manage- 
ment, since the fact that there were 
few failures is certainly not to be 
blamed or credited to the laws regu- 
lating trust companies. Many of the 
companies that did fail were in reality 
not trust companies but concerns with 
the word “Trust” in their title which 
had no significance in indicating their 
type of business. The laws have been. 
amended in many states reserving the 
word “Trust” to institutions engaging 
in bona fide trust business. The fail- 


ures which have taken place during 
the past few years are attributable to 
the same reasons which account for the 
failures of state and national banks. 
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McBee MSBee Has the Remedy 
~ he for Banks Suffering from the 
Pangs of STORING RECORDS 
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Noe bank need dread transfer time..... anticipating that 
a storing additional records will increase the strain upon 
d its vault space. 
of 
1- McBee... and McBee only... has a method whereby a bank’s 
“ vault storage space can be doubled, while at the same time 
m records are kept neater, more efticiently and more economically. 
of 
The McBee plan embraces all types of records... cards, sheets, 
* deposit tickets, blotters...in fact, any record regardless of size, 
ir punched or unpunched...and gives uniformly satisfactory results. 
y1- 
ly It's the most economical transfer method, costing less than 
he ‘ ° . 
— o sending records outside to be bound, less than post binders, 
in less than the cheapest transfer cases. The largest banking 
» houses in the country use and endorse the McBee method. 
S . 
is Why not use the coupon for full details? 
in f 
he 
At 
ut 
nd 
he 
ite 
ly 
al 
m- 
ay 
ng 
yn, 
ist 
he 
re 
ire 
-d- 
Ly- 
ed 
ble 
ge- 
ere 
be 
gu- 
he 
“4 Cc ' The McBee Binder Co. 
ich hA ° B 3 E | Athens, Ohio 
eir ACCOUNTING : Tell me more about how the vault storage 
RECORDS space . banks can be doubled, i the 
EQUIPMENT McBee plan. Without obligation, of course. 
General Offices, Athens ,Ohio Name 
Bank 





City and State 





In writing to advertisers please mention The Burroughs Clearing House 


Thirty-six 


Since a trust company is essentially 
the same as any other banking enter- 
prise now, there is no sacrosanct reason 
why it should not fail as quickly as any 
other institution if bad banking creeps 
in. Even in cases where failures did 
occur, the records show that nothing 
was lost to those who employed 
fiduciary services of trust companies. 
This is largely due to the fact that 
there is no mingling of the funds of 
the bank with those of the trust de- 
partment and to the double liability of 
stockholders. 

Thus, at the present time, we can 
point with just and pardonable pride 


The 


soaking process, the trust men were 
able, with the point of a penknife, to 
lift a small piece at a time until they 
had a large number of such small pieces 
separated. The task was then to fit 
this jig-saw puzzle together to enable 
the bank to identify such bonds and 
coupons as genuine instruments out- 
standing and unpaid. 

The bank was satisfied, if the major 
portion of each coupon and bond and 
the identifying signatures were genuine. 

The bank accordingly so certified 
to the railway company and received 
bonds in good condition from its 
treasury. ‘These were then forwarded 
to the European bondholder. The 
bank also delivered its New York 
draft for the amount of the past due 
coupons. 

The letters accompanying these 
mutilated bonds supplied the human 
interest element and brought home the 
great personal losses and privation the 
ordinary people of northern France 
and Belgium suffered in the great war 
and gave added pleasure in the bank’s 
work in thus being able to relieve 
urgent needs. 


YEAR or two later the bond market 

changed and the bonds of this issue 
rose in value so that the railway com- 
pany found it advantageous to dispose 
of the bonds they had _ theretofore 
bought in. Since the company was 
not able any longer to supply new 
bonds for old and the cost of printing 
a bond was prohibitive, it was neces- 
sary that the bank devise a new proc- 
ess for supplying good bonds. An 
experiment with one of the good bonds 
in its files, some white paper and 
scissors and the bank’s photostat 
equipment, produced the desired docu- 
ment. 

Then the company’s president and 
secretary signed the new instrument in 
the proper places, impressed the corpo- 
rate seal and the bank then certified 


to this distinctly American type of 
banking institution. It rose more or 
less as a result of economic necessity 
and made the most of the opportuni- 
ties offered. If the state and national 
banking laws were not sufficiently 
flexible to meet the changing condi- 
tions, the trust company is not to be 
blamed for making the most of its 
opportunity. The growth and develop- 
ment of trust companies was simply 
in advance of the banking laws, as is 
evidenced by recent amendments which 
have attempted to place state and 
national banks on an equal competi- 
tive basis. 
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Doubtless the next few years will 
completely erase any possible differ- 
ences which now exist between banks 
and trust companies and the difference 
which remains will be in name only. 
The fact is that they are now our 
largest institutions and serving the 
public’s every banking and fiduciary 
need. 


HERE is no doubt that if, in the 

future, necessities arise demanding 
new or specialized banking services, 
the trust companies will be there to 
meet the emergencies as they have 
in the past. 


Corporate Trust at Work 


(Continued from page 27) 


the document to be a genuine bond. 

Another interesting and unusual 
development resulting from the neces- 
sities of doing business was the inven- 
tion of a device for retiring bonds on a 
fair and impartial basis. 

Ordinarily a bank is the last place 
where the element of luck is viewed 
with any sort of tolerance. But there 
is one occasion in the large bank when 
it is considered absolutely necessary. 
That is in the corporate trust depart- 
ment when portions of stock or bond 
issues must be retired by lot at certain 
intervals and in such manner as to be 
perfectly fair to all the stockholders or 
bondholders. Most investors are re- 
luctant to give up a desirable interest- 
paying stock or bond and the one fair 
way to choose the necessary shares or 
bonds, is to draw them by lot. 

Confronted by the problem, one 
trust company with the aid of its statis- 
tician devised a bowl with numbered 
balls drawn by a blindfolded employee. 
This insured maximum fairness to all 
bondholders by mathematical laws of 
chance. A blindfolded employee was 
photographed in the act of drawing 
from the bowl and this was later used 
as a window display. 

The method used was a rediscovery 
of a principle of pure chance, originally 
devised by Sir Francis Galton, the 
noted English statistician. It is a 
highly involved principle described as 
follows: 

“‘Each number is the resultant of a 
number of chances all of which are 
equal and all of which are equally 
probable.” 

A further modification of this method 
to facilitate the actual calling of bonds 
was developed later. 

By the bowl and ball method, the 
employee had to draw one ball for 
each digit. A member of the corporate 
trust department evolved a ten-sided 
“pigeon egg’’ with numerals from zero 
to nine on its ten sides. Four of these 


“tumblers” were thrown on a board 
at one time, and hence represented 
the four digits of a bond’s serial number 
in one throw, rather than in four sepa- 
rate operations as when the balls were 
drawn from the bowl formerly. 

As many of these “‘tumblers’’ are 
employed as there are digits in the 
highest number to be drawn. The 
tumblers are so cast that when they 
come to rest they are formed in line 
with one of the digits appearing upon 
the upper face of each tumbler. The 
complete number can accordingly be 
read from left to right in the line of 
tumblers. These tumblers consist of 
a solid symmetrical, geometrical figure 
whose ends are hemisphered or nearly 
so and between which is a decagonal 
figure with ten square faces around 
the perimeter. The appearance, then, 
is that of an egg with ten small square 
flat sides around the middle. This 
figure is turned out of wood or ivory 
or similar substance. 

This bank also uses an unusual form 
called a cremation certificate, which 
sometimes startles even bank employ- 
ees unfamiliar with the procedure. 
Visions of weeping relatives, tolling 
bells, solemn undertakers and crepe- 
decorated caskets are conjured up 
before them. 

However, the certificate merely says 
that “In the presence of certain wit- 
nesses, we, the undersigned, have 
burned certain obsolete securities to 
ashes.” 

All these glimpses into the inner 
workings of the corporate trust depart- 
ment are interesting to the outsider 
and in many instances, banks have 
capitalized by condensing the incidents 
into window display form or house 
organ and advertising material. 


“Trade Moving Sideways, Says 
Colonel Ayres,’’ Headline. Probably 


moving over to let faster moving 
traffic pass. — New York Sun. 
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appeared in this column an item 

to the effect that sooner or later 

VICTORIA | we must turn the spotlight of analysis 

| on school savings and that we would 

v7 oY @° Bx " @x | find that they do not pay and never 
4 ENE! ANS will. This seemed to stir up discussion 
in several quarters and we received 
letters and remarks from a number 
of bankers—mostly in protest. Here 
are the arguments in favor of school 
savings plans: education in thrift, 
advertising to parents through chil- 
dren, winning good will 
in community through co- 
operation with school au- 
thorities, and an offset to 
the Bolshevist movements 
that are sometimes brought 
to light in schools. On the 
other side of the ledger we 
find that the average bal- 
ance per account, according 
to figures compiled for the 
United States by the Ameri- 
can Bankers Association, is 
but $7. If a margin of 2 
per cent between earning 


Jy | ee of months ago there 








assumed —and few banks 
get as much as that —the gross profit 
on the account is fourteen cents, out 














Soft light—no Glare; 


AE. lilllag el aan ~ 04 of which must come the cost of the 

plan, pass book and so forth. Turnover 

N the spirit of today—color- among the accounts is heavy, involving 

ful, comfortable and dis- a larger handling cost. So, use your 
tinctive—Victoria Venetians own judgment. 





bring to banks an atmosphere 


of cheer, restfulness, dignity. Pia iF 


| 
| 
They seem to say to callers: In Los Angeles the banks are all 
The surroundings are attrac- | members of a school savings associa- 
tive...the lighting excellent... 


| ti cs in ¢ he 
vs alas Uiaeaee. .. tine beaks | tion that works in and through the 


: ; | schools, and is so arranged that every 
seems progressive, interested | ; 
an GuenneeY eontlings it | member bank gets its share of the 
must be a good institution to | accounts. This is an advantage, as it 
deal with. prevents any one bank from exploiting 


the idea as an advertising feature 
One banker there told us that his 
school savings accounts averaged $20 
The Bostwick-Goodell Co each as compared with the $7 above. 
Gite cine ane 7 He said, however, that it cost an 
NORWALK. OHIO | average of $1 per account to get them. 


“Better Daylight” tells the 
story. May we send it ? 


«Representatives in Principal Cities . * ° 


a \—f interest was allowed on the commercial 
account. One bank deducted float and 


names nesar 70 sae a minimum of $1,000 before figuring 


interest. The other bank allowed in- 
ICTORIA 


terest on book balance, also deducting 


VENET 1A IN S $1,000 balance. The treasurer of the 


corporation called on the bankers and 
The Better Blinds— asked how the interest was figured. 
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A large corporation had accounts in 
both banks in a sizable community. 
The balances were substantial and 









































— FROM A BUSY DESK 
Soi ld. [good will cy Hy. W. Sanders 


No. 1 banker carefully explained the 
nature of float and justified its deduc- 
tion from the book balance. No. 2 
banker said that he never bothered 
about float, that it cost more to cal- 
culate than the interest that would be 
saved, and so on. Result: the treas- 
urer keeps an inactive account of 
substantial size with bank No. 1. 
Bank No. 2 wonders why it has to 
handle all the cash and collection items 
for the corporation. 

Moral: deduct float before allowing 
interest; also deduct legal 
reserves because your bank 
cannot make any money 
on them. 


* * * 


A banker who is an expert 
in the taxation problem asks 
an interesting question. He 
queries how many hundreds 
of banks have failed through 
being unable to increase 
their capital to a safe figure 
by reason of the share-tax 
on bank stock. As most 


rate and paying rate be Mr. Senders bankers know, there has 


been a nation-wide fight 
for the past few years to prevent 
states from singling out bank shares 
for discriminatory taxation. The fav- 
orite method has been to assess bank 
shares at their full book value, while 
other intangible property often escapes 
scot-free, carries only a nominal rate, 
or is assessed at a very low figure. 
Many small banks have had their 
entire profits taken by state taxation, 
and hence have had every incentive 
to avoid increasing their capitalization. 
Fortunately a provision in the national 
bank act prohibiting discriminatory 
taxation has given relief and the situ- 
ation is slowly clearing up. Banks 
should be encouraged to_ increase 
capital, not penalized. 


* * * 


Philip Withermore says that the 
stock markets perform an interesting 
biological transformation. They take 
them in as lambs and turn them out as 
monkeys. 


* * * 


A forger has for years been working 
the following dodge on banks. He 
comes into a bank at the rush hour, 
just before three o’clock, or just before 
closing time on Saturday. He is in his 
shirt sleeves, sometimes in an apron, 
and looks just like an employee from 
a store. He has a check for $92.50 
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© GABRIEL MOULIN 


Two great California banks unite, creating 


ONE OF THE WORLD’S LARGEST BANKS 


Bank of America 


National Trust & Savings Association 
CALIFORNIA 
A CONSOLIDATION OF 


Bank of Italy 


RESOURCES MORE THAN 
ONE BILLION DOLLARS 


HROUGH a consolidation with Bank 

of America of California (effective 
November 3, 1930) the Bank of Italy, 
California's world-famous bank and the 
largest financial institution west of Chi- 
cago, will operate under the name “Bank 
of America National Trust and Savings 
Association.” 


The consolidation of these institutions 
unites the resources, facilities, services, 
prestige and goodwill of two great state- 


Bank of America National Trust & Savings 
Association...a National Bank...and Bank 
of America...a California State Bank...are 
identical in ownership and management... 
438 offices in 243 California cities. 


A PARTIAL VIEW OF LOS ANGELES BUSINESS DISTRICT 
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Thirty-nine 
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wide banking organizations and marks one 
of the greatest forward strides in the finan- 
cial history of the west. 


The total number of depositors is in excess of 
1,750,000...the largest of any bank in the 
United States. Policies and management 
will remain unchanged. The union of inter- 
ests and effort will provide opportunities for 
an even better type of metropolitan banking 
service to 243 cities of California than was 
possible before the consolidation. 


FOR ANY SPECIAL INFORMATION ABOUT 


CALIFORNIA 


Write Bank of America, Department of Cali- 
fornia Information— No. 1. Powell St., SAN 
FRANCISCO...or Spring at Seventh St., 
f LOS ANGELES. 
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When You Install 


a Yeo Rotary Night 
Depository you can 
offer a 24-hour de- 
posit service with a 
Service Record. 


Let us explain why 


The Bank Vault Inspection Co. 
5 South 18th Street 
PHILADELPHIA 
B.C.H. 1-31 
THE ORIGINAL 
































NEXT MONTH: 


“You Have Bonds, and Bonds, 





For Sale’”’ 


By Donavp B. Situ 


“Yon Is $60,000” 


By Frev CopeLanp 





“From An Old-Time Minute 
Book”’ 


By D. C. W. Warp, Jr. | 
**World’s First Thrift Dilemma” 


By Howarv Wricut Hatnes 


and says “Hello . . . ” calling the 
teller by name. If the latter questions 
the check, the crook has a voluble 
explanation. The item is cashed and 
later turns out to be fictitious. In one 
California city he cashed three such 
checks at the three banks inside of 
fifteen minutes. Ifthe item is refused, 
he rushes out again to get an endorse- 
ment and does not return. 


* * * 


Where a customer opens an account 
in his own name with “trustee” after 
it, ought the bank to inquire as to 
the nature of the trust? Two bankers 
answered this question in opposite 
ways. One said that he would sooner 
know nothing about it but would pay 
in accordance with the customer’s 
wishes and refuse to pay these funds 
out on an attachment. The other said 
he wanted to know all about it so that 
he would know what to do if an attach- 
ment was served. No 1 replied that 
so doing would involve him in liability 
if the trust was violated. No. 2’s re- 
joinder was that his liability in that 
way would be less than his possible 
liability when, if an attachment were 
served, he failed to pay funds into 
court. Who was right? 


* * * 


A banker at Long Beach, California, 
a few years ago wanted a home and 
he and his wife selected a hill back of 
the town. The banker called in a 
realtor and asked him to buy an acre 
of land in the spot indicated. A week 
later the realtor came back with a 
contract, but it called for the purchase 
of twenty acres for $25,000, instead of 
the modest homesite that had been 
planned. After considering it, the 
banker went into the deal with the 
thought of selling off the balance. 
During the next year he took his 
friends up the hill and did his best to 
sell the balance of the land. His suc- 
cess was poor and two years later he 
still had most of it on his hands and 
felt that he had made a serious mis- 
take. Then oil was struck on the other 
side of the hill and he thought he 
would hold for awhile and see if any- 
thing came of it. The end of the story 
is that for a number of years past he 
has been receiving some $25,000 — 
the original purchase price of the land 
—in oil royalties every thirty days. 
For the hill was Signal Hill. 


* * * 


A perennial problem among bankers 
in the smaller communities is that of 
chain-store accounts. They bring in 
large amounts of change, checks and 
so forth and will not maintain balances. 
They do not borrow, and transfer their 
funds to the city every day, or every 
few days. One banker who has gone 


_ very carefully into the matter says 
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that the problem is perfectly easy to 
solve if the banker will adjust himself 
to the situation. The chain store 
executive is dominated by the thought 
of quick turnover, and to ask him to 
leave large sums of money idle as a 
compensating balance, is to ask what 
to him is an absurdity. It cuts at the 
essential principle of turnover on 
which the chain store business is built. 
So this banker goes after the matter 
on another basis. He figures out what 
it costs to handle the account and then 
asks the chain store to pay for the 
service on a monthly basis. He finds 
them most reasonable, and with a 
substantial service charge coming in, 
he is indifferent to the size of their 
balances. 


* * * 


Philip Withermore says he plays 
Civil War golf—out in 61 and back 
in 65. 


* * * 


George E. Roberts, of the National 
City Bank, in a recent number of his 
monthly economic publication, con- 
tributes these wise words: “‘the human 
kind is gregarious, imitative, excitable 
and inclined to move in mass. Hence 
the well-known tendency to develop 
alternating periods of optimism and 
pessimism.” 


* * * 


Several months ago we asked “Is 
shooting practice desirable for employ- 
ees?” A banker writes: “It seems in- 
human to give anything like instruc- 
tions to the clerks to meet bandits on 
their own ground. Here is the unequal 
picture: on one side of the counter is an 
outlaw, a cowardly weasel of a man, 
of no value to society and who at the 
most can do little harm to society; 
opposed to him on the other side a 
highly ‘trained specialist of business, 
whose domestic life is of importance 
and who will in time perform valuable 
service to society. The stake a few 
hundred dollars which is insured against 
loss. Trial by battle is a fool thing 
even if the chances were equal and 
who will say they are equal.” Let us 
hear from the other side. 


* * * 


Eloquent is the request of a customer 
who writes: “Please mail my dead 
cpeeepte . ks 


* * * 


Holdup is the most spectacular way 
we can get robbed and the publicity 
accompanying holdups is distasteful 
and damaging to the bankers. Yet 
holdup is by no means the only or even 
the principal cause of loss. Recent 
figures issued show that claims on 
blanket bonds are as follows: Holdup 
4 per cent, burglary one-half of one per 
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cent, loss in transit 7 per cent and 
employee dishonesty 64 per cent. It 
looks as though it would be better to 
fight the last item through better 
control, better audit, and more ade- 
quate salaries than to get too much 
fussed up over losses through daylight 
robberies. 


* * * 


When we consider the enormous 
mass of work passing through a bank 
it is a wonder that there are so few 
fraudulent items. Nevertheless the 
occasional check or other instrument 
that is queer, makes necessary ever- 
lasting vigilance on the part of all 
concerned. 


* * * 


Newspaper headline: ‘Burglar sur- 
prised by banker working !ate.”” Who 
wouldn’t be? 


Forward—The Old Age 
Pension 


(Continued from page 18) 


savings bank project reaches the 
children —with its gospel of thrift. 

Have the bankers done enough? A 
new field certainly is social insurance 
with the fortifying of old age against 
“the stings and arrows of outrageous 
fortune’ as one of its goals. Large 
industrial and transportation com- 
panies have retirement plans for aged 
employees; civil service employees are 
pensioned. Although ‘corporations 
are not eternal,’’ the economists be- 
lieve they can do much to fend old 
age from dependency. 

As three-fourths of the states have 
not yet passed old age pension legisla- 
tion, there is opportunity to see that 
whatever laws may be enacted on that 
score be based on sound and sane 
principles of finance. 


The Abandoned Sale 


WHERE a bank employs B to sell 

land, and B actually abandons 
the agency, then the contract is at an 
end. Suppose that B offers the land 
to C, C says he believes the bank will 
cut the price, asks B to see if the bank 
will not accept a lower figure, and B 
refuses to do so. 

Is this an abandonment of the 
contract? 

“You should have come to us again, 
as we might have cut the price,” the 
bank points out. 

“The mere fact that I stuck to the 
price that you gave me shows no 
abandonment,” B contends, and the 
Missouri courts have ruled in his favor 
in a case reported in 75 S. W. 171.- 
M. L. H. 








TAKE A SECOND LOOK AT YOUR CHECKS... 


Others do. And many who seldom, or never, see your bank, judge 
you by your checks ... their form... quality .. . design. 

Your checks speak for you—in a quiet way—and they will 
speak forcefully and favorably, if you'll give them the chance. 
That is a simple matter. Order your next supply of checks on 
La Monte National Safety Paper. With its color . . . distinctive 
wavy lines... safety ... durability ... your own emblem in the 
paper—you'll have checks that really represent you . . . checks 
that step right out and tell the world of business that yours is a 
progressive bank ... modern in its ways. And your customers 
will give wide circulation to these smart checks with complete 
satisfaction and pride. 

You can change to La Monte quickly and easily. Just call 
your lithographer or printer. Or write to us for samples, sugges- 
tions, sketches—free. 


George La Monte & Son, 61 Broadway, New York City. 


a tay TO ig 3 OTN, Fanny 
FREE—An unusual sample book of checks, A-6, N&ePYONAL “SaFE TY PAP en 
get 6 Rag wt CK's al 


made on la Monte Nationol Safety Paper. 
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_™ Keeps 
Bank Vaults 
Burglar-Proof 
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URGLARS know that vaults protected by 
A.D.T. Phonetalarm are absolutely burglar- 
proof. The protection is sure—ready at all times 
to give instant warning of an attack. 
Any disturbance on the surface of or within the 
vault is noted by the sensitive sound detectors on 
the ceiling of the vault, causing an immediate alarm 
to be sounded by the A. D. T. Vault Alarm. 
A. D. T. Phonetalarm may be operated either as a 
local system or through A. D. T. Central Stations 
in principal cities throughout the U.S. Write for 
new descriptive bulletin. 
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__ CONTROLLED COMPANIGS OF __ 


| AMERICAN DISTRICT = 
SESE NAR CO]MIVANDA [ 


155_SIXTH AVENUE - NEW YORK NY. 
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NO PASTING TO DO ON 
The *‘All Automatic”’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 


‘“‘Worth Your Consideration’’ 
Pats, Pend. 


47 SIZES — LOWEST PRICES 


Sample on Request 


STRAYER COIN BAG CO. 
New Brighton, 30 Church St. 
Pa. New York City 
California distributor: 
Banco Corporation, Ltd., San Francisco 


BOTTOM 
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Banker’s Hours 


(Continued from page 25) 


is a business, not a profession, and that 
the whole object of business is to make 
money —honestly, fairly, and decently 
and all that but still, to make money. 
Outshout each other as we may, at the 
service club luncheons, the fact remains 
that the man who goes into business 
for any other purpose is as rare as the 
dodo — which is extinct. 

And so I suggest that you ask your- 
self whether the additional profit you 
are making by the open-door policy 
is worth the risk. And if it isn’t, that 
you shut the door. 


Your Facts—and 
Morris Plan’s 


(Continued from page 11) 


supported by that of another foremost 
industrial bank—an analysis of over 
4,000 of whose accounts shows that 55 
per cent of its bad loans were those 
of old borrowers. 

Nor does the small borrower of today 
blossom into the large borrower of 
tomorrow. When it is seen from a 
study of over 4,700 accounts that the 
average borrower’s loan is $200, and 
that he is already thirty-five years of 
age, with an income of only $157.20 per 
month after having been in his job for 
over five years, and that he is married 
having from one to three depend- 


| ents, and that his employment generally 


ranges from that of an unskilled laborer 
to that of a skilled artisan, it will be 
seen that the probability of his develop- 
ing into the large borrower of tomorrow 
is but slight; while his chances of be- 
coming a large depositor are even more 
remote. 

The Morris Plan Banks are organized 
and operated for profit. But Arthur J. 
Morris at their beginning laid down a 
trio of principles as the ideal they 
should follow in serving the public, to 
which ideal most Morris Plan banks 
have adhered. There is a marked 
absence of emphasis on profit. Here 
are the founder’s principles: 

First: Safety for depositor’s funds — 
and be it remarked that in a period of 
twenty years no Morris Plan Bank or 
Company has ever lost a dollar of a 
depositor’s funds either of principal or 
interest. 

Second: Service to the masses — 
that large group represented by the 80 
per cent of the people who prior to 1910 
had no banking credit available. 

Third and last: Profit for the stock- 
holders after the above two principles 
have been effected. 

It was surprising to note in the 
recommendations of the nearly 150 
reporting commercial banks’ personal 
loan departments, that the emphasis 
was clearly set upon the principle of 
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third importance in Morris Plan opera- 
tions. 

After a careful scrutiny of the facts 
in the case it is evident that the only 
true basis upon which a commercial 
bank should enter the industrial bank- 
ing field is from a standpoint of service 
to the community. 

This discussion is by no means in- 
tended to discourage the establishment 
of personal loan departments by com- 
mercial banks. Rather it is intended 
to suggest that any officer, committee 
of officers or directors do just what they 
would require of a bank customer who 
sought a new service—get the facts 
and act only on the basis that those full 
facts indicate as practical for safety, 
service and profit. 


The Paradox of the Bond 
Levels 


(Continued from page 13) 


that they are apt to put a greater pro- 
portion of their funds into bonds than 
they should. There may be a good 
deal in this point of view, but that is 
not the whole story, it seems to me. 

If only proper discretion were used 
in the selection of bonds, if only dili- 
gent care were exercised in the exclu- 
sion of low-grade and_ speculative 
issues, if only the managers of bond 
accounts would stick to security above 
all, this criticism would never have 
had to be directed at them. 

A very large part of the answer to 
the problem lies in avoiding every- 
thing but first-grade, gilt-edge issues. 

+ 


The Guaranteed Note 


T is an elementary rule that if X 

gives a note to Y, X receives no 
value, or the note was procured 
through fraud, Y cannot collect, but 
if he endorses and transfers the note 
lo a bank before maturity, the bank 
lakes it in good faith, and for value, 
and without any knowledge of any 
defect, the bank can collect from X 
as a “‘holder in due course.” 

Suppose, however, that the bank 
asks Y not merely to endorse the note, 
but to guarantee it, or any renewal 
thereof, and Y signs the following 
Statement on the back of the note: 
“For value received I hereby guar- 
antee payment of the within note and 
any renewal of same, and hereby 
waive protest, demand and notice of 
non-payment thereof.” 

Is the bank entitled to the rights of 
an innocent holder in this case? 

“The guarantee was not merely a 
Suarantee of the note, but it covers 
the indebtedness secured by the note 
and future notes as well,” X contends, 
but the Supreme Court of Kansas has 
ruled against him in a case reported in 
220 Pacific Reporter, 255.—M. L. H. 
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A HEADLINER 


For Business Efficiency 


To “rate” headline honors requires outstanding 
accomplishment. This is why the Steelcase Calculating 
Machine Desk is the demand of the hour where figures 
count and fingers falter. It is small and compact. 
saves valuable office space, and makes a “hit” with 
every operator because it insures more speed with 
greater ease. Ask your dealer to show you a Steelcase 
Calculating Machine Desk—a positive ‘‘first aid’ to 
speed, ease, and accuracy in calculating machine work. 
If you prefer, write to us for details. Mrtat OFFice 
FURNITURE Company, 1477 So. Division Ave., Grand 
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STEELCASE CALCULATING MACHINE DESKS 


Makers of a 
Complete Line 
of Metal Desks 


$45.00 


Pacific Coast 
Points, $48.50 








WHERE BUSINESS SUCCEEDS 











FOR SALE 


Hold-up Men Don’t Gamble 








One No. 75 Cummins Perforator With Life as the Banks Do 
Purchased July, 1929. In First C1iass EEN robb. i 
Connon. Original cost, $475.00. Box 70, K aoe ae mated = aesy eer 
Burroughs Clearing House, Detroit, Mich. avoid banks equipped with PADUA 





HOLD-UP ALARM. Can be installed 
with your present equipment. 





Suggestive ! Readable! 





Authoritative! CE Ae Ds 
nt. Lift of foot sets off alarm. No false alarm via th . 
“The Fundamentals of Good Bank Building” cite 
by Alfred Hopkins of PADUA Hold-Up Alarm Corporation 
HOPKINS & DENTZ, BANK ARCHITECTS 61 Seneca Street Cohoes, N. Y. 








NEW YORK, N. Y. 
Published by BANKERS PUBLISHING COMPANY 
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THE BURROUGHS 


Its Permanence of Granite Hills 


other organizations. The amount of 
the annual gift to the churches which 
now number forty-three, increases 
whenever the surplus of the bank 
reaches certain stated sums and so as 
prosperity comes to the bank, it is 
reflected in the distribution of the 
King Family Fund. 

Because the bank is his special pride 
and almost his special creation, Presi- 
dent King has added to its surplus by 
cash gifts practically covering the 
total cost of the new building and land. 
This is possible because the King 
Family Fund holds eight-fifteenths of 


(Continued from page 15) 


the stock and the major part of the 
balance of the stock is held for his 
family by living trusts which will 
operate for twenty-one years beyond 
the life of the youngest living King, 
or indeed, even longer. 

“Does the bank exercise a philan- 
thropic attitude towards its deposit- 
ors?”’ one instinctively asks. 

The answer is ably expressed in the 
monthly publication of the bank, 
“Granite Service.” “Sometimes peo- 
ple ask us to do something we cannot, 
and when we express our regret, they 
say —‘Oh, I thought you were The 
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What Protection Means In 


LINCOLN NATIONAL BANK 
FORT WAYNE, INDIANA 


pepe to any method that the modern scientific burglar can 

devise; invulnerable against hazards of fire and flood—the new 

vault equipment of this strong institution is in keeping with the present 
day standards of bank service and security. 

It is a York vault. Two massive entrances, each 25 inches thick, 
provide an interesting and impressive feature of 
the bank's facilities. Specially reinforced concrete 
walls with a heavy steel lining comprise an instal- 

lation that contains over 3,000 safe deposit 
boxes, and a security vault equipped with 
steel chests for the bank’s own departments. 
York prominence in modern bank construc- 


i. Architects, A. M.Strauss, Fort Wayne, 
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tion is the result of York pre- 
eminence. Write today for infor- 
mation regarding Scientific 
Safety and Protection suited to 
your requirements. 


YORK SAFE & LOCK 
COMPANY 


YORK, PENNSYLVANIA 


STACEY 


Ind., and Walker & Weeks, Cleveland, 
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Friendly Bank.’ We are ‘The Friendly 
Bank’. We try always to be friendly 
and to do a little more than can in 
fairness be expected of us, but this 
does not mean we lose sight of sound 
banking principles.” 

As a means of winning new business 
for any bank, probably no agency 
exceeds the power of the bank’s work- 
ing force itself, if properly inspired to 
their task. In this bank the “Granite 
Associates,” some sixty strong, are 
listed in each issue of the monthly 
leaflet in the order of their length of 
service. They are given every oppor- 
tunity to strengthen their friendship 
with the public and with themselves: 
a yearly picnic and occasional outings 
and parties maintain a harmony 
throughout the organization. Every 
Granite Associate pledges himself to 
service by signing the statement below: 


“We, the Granite Trust Associates, are 
here to serve you and to please you. 

‘‘We herein pledge ourselves to see that 
every transaction at this bank is courte- 
ously and carefully handled; that our 
utmost efforts will be constantly put forth 
to advance your interests and promote 
vour welfare; finally, that a be- 
tween us will be held sacred and confiden- 
tial; so that no whisper of your personal 
and financial affairs will ever reach the 
ears of others through us.” 


What stronger sales argument is 
there than the promise of careful super- 
vision, plus assurance of confidential 
handling of intimate problems! 

At the Christmas season, the ‘“Tower 
of a Thousand Candles’”’ glows nightly 
while Christmas carols are broadcast 
through large amplifiers from the 
ninth floor. This year a number of 
English handbells have been imported 
from the same foundry where “Big 
Ben” was cast—and these promise 
pleasure to performers and audience. 

So there’s a bank for you, organized 
to outlast several lifetimes. It has 
adopted refinements and new equip- 
ment to give ideal service to its public. 
Having a new and spectacular building, 
it has glorified itself inside and out 
while making everything speedy and 
handy and of practical value. Other 
banks operate under cramped con- 
ditions or in outgrown buildings. Per- 
haps this bank has an advantage in 
finding a downtown corner on which 
it could build as it saw fit. 

Another clue to this bank’s indi- 
viduality is that for fifteen years 
President Theophilus King and Vice- 
President Delcevare King have served 
without one cent of salary. That alone 
would be enough to make this bank 
exceptional. 

The unique atmosphere of the 
Granite Trust lies in more than stone 
and fixtures: it lies in the innate spirit 
of those who operate the bank. 
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‘Pensions for Bankers in Canada 
cBy C. P. C. Downman 


HILE it may be too sweeping a 

statement to say that the average 
Canadian bank employee is a poor 
prospect for the insurance companies, 
yet it is nevertheless a fact that each is 
influenced in the amount of protection 
he may carry through insurance, by the 
knowledge that at 60 or 65 years of 
age, he can retire on pension, or should 
death occur before he reaches the 
retiring age, his dependents will be 
cared for, to some extent at least, out 
of his bank’s pension fund. 

All but one of the eleven Canadian 
chartered banks have pension funds 
in operation for the benefit of their 
officers, their widows and children. 
Some of these have been established 
for fifty years or longer, while others 
have been functioning for lesser periods. 

These pension funds are practically 
all established on an actuarial basis 
and the rules and regulations govern- 
ing them, while not identical in every 
instance, are of a very similar nature 
and though they may differ in some 
slight respects to meet the exigencies 
of the respective staffs, they all operate 
in fundamentally the same manner. 

The assets of the pension funds of 
some of the larger banks run as high 
as eight or more million dollars. The 
revenue is derived from two main 
sources —contributions from the staff 
and contributions made by the bank, 
which is augmented by the income 
from investments and interest on 
deposits with the bank. In two in- 
stances, however, the staff do not 
contribute to their fund, which has 
been maintained entirely by moneys 
set aside and invested by the bank. 

Since nearly all Canadian bank 
pension funds are modelled after the 
same pattern and function on similar 
lines, differing only in percentages and 
minor details, it would be as well, 
perhaps, for the sake of clarity and 
understanding, to describe in detail 
the rules governing one of these funds. 

The administration of a Canadian 
bank pension fund is usually in the 
hands of two or more trustees, which 
may be the president and general 
manager, or some other of the executive 
Officials. Admission to the fund is, 
in almost every case, compulsory at 
the age of twenty-one, subject to a 
medical examination, and is confined 
to the male members of the staff and 
may or may not include messengers, 
porters, janitors, etc. All members of 
the staff admitted to the fund are 
required to contribute a percentage of 
their yearly salaries, which are deducted 
either monthly or quarterly —usually 


3 per cent or 4 percent. At the end of 
each year the bank also makes its 
contribution to the fund, which may 
be a sum equal to that contributed by 
members of the staff or a sum fixed by 
the board of directors or the share- 
holders, which again may equal or 
even exceed the total staff contribu- 
tions for the year. Provision is usually 
made for a maximum salary on which 
an officer shall be assessed. 

Ten, or in some cases, fifteen years 


Forty-five 


of continuous service is necessary be- 
fore an officer becomes eligible for a 
pension but if an employee should die 
within this period and the directors do 
not see fit to grant a pension on account 
of the shortness of his term of service 
or for any other reason, the money he 
has paid into the fund is paid over to 
his widow or children with interest 
computed half-yearly at 5 per cent 
per annum. 

In the case of resignation or dismissal 








HE CHOOSES 


100% Protection 


Here is a key which, until your rent- —who chooses his safe de- 


er breaks the seal hinell 3 is inclosed 


in a metal scabbard which in turn is posit box key this safe way 


sealed in a heavy, impression- 
proof envelope. 

This key is the renter’sown. 
He himself, with the vault 
custodian, sets his own lock 
to fit it. The statement he 


signs is court evidence that he Vault of the Aldine Trust Co., Phila- j " 
delphia, S©G — equipped throughout a Savings Bank, New York . 


was first to see or touch it. 


As a result of these exclusive safety meas- 
ures the bank has the best possible basis to 
resist unfair claim of damages by the renter. 
The metal scabbard makes it impossible to 
take key impressions. No ‘‘accidents’’ can 
happen—because there is no other lock that 
this particular renter’s key will fit, and no 
other key in existence will fit this partic- 
ular renter’s box. 

TheS&G Secret Key Changing Sealed Key 
Safe Deposit Lock is the ove lock in existence 
that offers all these safe-guards, p/us the 





economy of negligible main- 
tenance cost resulting from re- 
setting right on the box door, 
instead of expensive factory 
resetting. Such prominent 
banking institutions as Bow- 


Bank of America, New York; 
Union Trust, Detroit; Canadian Bank of 
Commerce, Toronto; Northwestern Na- 
tional Bank, Minneapolis, are equipped not 
only with these, but with S&G Time and 
Combination Locks as well. Full informa- 


tion and specifications may be obtained by 
writing to 


SARGENT & 
GREENLEAF 


Incorporated 
New York « Boston + Rochester +Chicago 


In writing to advertisers please mention The Burroughs Clearing House 























DEC § 41931 


Date 


Batch Number 







































































2) 
~ 2: q@ 
x s po 
B l2ODQOHONOON 9 ~ 
enqgeangannne 
oe FA 
bea quae i fi fo) za = o TNOMIAKRTYNHAONMO 
4 nu So Ee El] MMNROTNATYTORMHNONO 
MA <x i393 r ao a a) oO 
3 aa) of 8 cal o 
W Lea ylé 
gy ant noes ices. wal 5 Wl 
x g ™ 
coooo0000qqoCoCaNnN ae ¥ % ~ 
= eqaqgqoqnaqgqagang > > ig 
8 NOoCOOMMNOONAD = 2 < 4 1 § 
FI AANATAR TNH AM O a Bg ° 
& a o = 9 e gE ty Pe Oe oS 
: . HANOKHANHHANHOWO 
EO a id OA ANdatade 
| | 282. Bar 
= ° fo oO o 
g oo> 26% : serra 
oO we S a a Es 
g Y) ) VU te 3 % 7 
é cK 2 2 82 OMNMINWOOONMOACOMS O 
4 a, OS 8 Bit] acenmarmanngqang 7 
- Li. ro) : 8 21 OMOMNHNHMNOHONYVON WH 
ies O t 8 ez} ce adNHtOo Ant AMN 
. BB Ag be *¢ 
a NMANKRAOOOOMOO.L 
eg NeQaMQonaqqgay 5 
= ilo NAGTODTORNKR AH Y 
ai 2 nNotAananm . 
Q 0% in 
QO} wg 
J) ae RTERTEROES 
1?) 
 § - ’ ‘ioe ‘< eg Ty, xs 
KOOOMMORNHADKAAODOOOROOANH O 
SOOONHNAGNNNNGDTALTQHAOQTNYE Q 
. HNOOKTFOnADMONMONADMOAOALSTH 
= aA WMNMNNAde| AOMAO FOMTOaM oO & 
z o nN t an aM mm O 
° A ¢ 
a 
~ as ancien ar % 
coooo0oncoqoooonoo Oo 
eomaceornecgagaQqnnag | 
COMNMNNHNNOONMOMOMND NU 
ro Ne AMNHOONTHOD AO O 
2 nN a 0 
‘o) 
va st 4 az! 
74 4 © 
CLTOCOCOOOOOOMDBDODONOSOOHACOHOND @ 
eMaqgmanaggen QnaqgqnaggnagQgnaegad” Sd a 
. - NODOMMONMOONHOMOOOOONMHANK HN O ° 
=f & KNNNDOORTNNOANNONNEOTADDIA . 
a 8 AaAOd ANA a» aA mam on un ¢ p 
x a w a a 
m || o 
12) 












CALCULATING AND. BILLING MACHINES 


BOOKKEEPING 


~ 
J 


ADDIN 


























= 
i. @ 
: ‘ON 
= 

ne 

GE 

SA 

Vrs ; 

See 
F 9) | 
lhe 
© 











HS 








Burroughs 
MACHINE” 





CLEARING HOUSE 








ke 


= the same machine does both 
proving and transit work, it is an eco- 
nomical investment for any bank. It 
saves the expense of providing separate 
equipment for each type of work, while 
it cuts operating costs and reduces peak 
loads by its speed and simplicity. 


On proving it handles items in small 
batches, making batch sheet for bank’s 
records and tape to accompany items— 
both originals—in one operation. Errors, 
localized to a few items, are thus easily 
checked and work is finished on time. 


BURROUGHS ADDING 


Forty-seven 
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Burroughs 
PROOF -TRANSIT 
Machine 


On transit letters this machine en- 
ables the bank to use the Numerical 
Transit System. Positively identifies 
payer and endorser with every amount. 
Prints all totals and all identification 
numbers in red. 


Ask the nearest Burroughs office to 
demonstrate the Burroughs Proof- 
Transit Machine that does two kinds 
of bank work, each with the efficiency 
of a special machine, besides handling 
all miscellaneous adding and listing. 
See the results and savings it produces. 


MACHINE COMPANY 


Detroit, Michigan 
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BURROUGHS 


CHAIR 


FOR OPERATORS 








Adds to the returns on your present invest- 
ment in office equipment by increasing pro- 
duction while reducing fatigue and errors. 
Its scientific design assures correct posture 
with the upper part of the body free for 
efficient work. The ball bearing swivel re- 
places twisting of operator’s back. The chair 
fits any individual, being easily adjusted with- 
out tools. For more details call our local office. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 


ADJUSTABLE TO ANY POSITION 
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of an employee who has contrib- 
uted to the fund for less than five 
years, no refund of his payments what- 
ever is made. If, on the other hand, 
he has been a contributor for over 
five years, then 50 per cent of his con- 
tributions are returnable but without 
interest. Some banks return 50 per 
cent of the payments without stipu- 
lation as to time of service. Another 
provision made by some of the funds 
is that, in addition to 50 per cent of the 
payments being returnable after five 
years of service, an additional 5 per 
cent is returned for each year of service 
over the five, so that for fifteen years 
service and over, full payment is made. 

An officer may retire on pension at 
the age of sixty but is required to do 
so at the age of sixty-five, on the basis 
of 1/50 of his salary at the time of his 
retirement for each full year of service 
since he entered the fund, but no 
pension exceeds either 35/50 or 36/50. 
Hence, an officer receiving a salary of, 
say, $5,000, at the time of his retire- 
ment, who has been a contributor to 
the pension fund for a period of twenty- 
four years, receives in pension $2,400. 
There is, too, in most banks a maximum 
pension an officer may receive. 

The widow of an officer who either 
dies on service or as a pensioner, re- 
ceives one-half of his pension up to 
the time of her death or remarriage. 
If, however, the wife of an officer has 
predeceased him or if his widow dies 
while receiving the pension, the pen- 
sion is then paid to his children until 
they reach the age of either eighieen 
or twenty-one, usually with a maximum 
amount set which shall be paid to each 
child per annum. 

That is, in general, a broad outline 
of the principles upon which a Canadian 
bank pension fund works. There are, 
of course, other details affecting the 
more intimate and confidential side of 
staff management, etc., such as the 
number of pensioners of each fund, 
the amounts paid out annually in 
pensions, the average pension as well 
as the percentage of those who, for a 
varying period of years, pay into the 
fund and who, through either death, 
dismissal or voluntary retirement, 
reap no benefits. Such figures are not 
available, being confidential 

A report of the financial standing ol 
the fund is usually furnished to each 
officer during the year and the books 
of the funds are subject each year to 
inspection by an auditor. 

Following in line with the modern 
trend in personnel matters, some ol 
the Canadian banks have in very re- 
cent years adopted the group insurance 
plan for their staffs, part of the premium 
being paid by the bank and part—a 
small part—being paid by the stafl. 

These pension funds are a form ol! 
“old age” insurance to which the bank 
employee looks with confidence. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-1-31-ADV. 

















